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Confirmation of War Orders 
O one with even an elementary knowledge of the nature and genesis of Wall 
Street rumors would expect that the full amount of war orders reported 
from time to time as placed with various companies, would ever be con- 
firmed. So far, however, it is certainly the fact that these rumors have been bet- 
ter substantiated than such floating reports usually are. 

For example, Westinghouse’s war orders have been generally estimated at 
from $100,000,000 to $120,000,000. After increasing the dividend rate from 4 to 
6 per cent. recently, the directors gave out a statement to the effect that the 
company had received “firm contracts” for the manufacture of war munitions 
aggregating about $60,000,000. 

New York Air Brake’s war orders haye generally been placed at about $50,- 
000,000 in Wall Street gossip. The president of the company recently announced 
that actual war orders on its books totaled $20,242,000. 

Earnings of Maxwell Motors for its fiscal year ended July 31 were generally 
estimated at $3,000,000. The annual report shows the actual earnings to have 
been $2,303,000 (or 1834 per cent. on the first preferred stock), against $1,505,- 
000 for the 1914 fiscal year. The president of General Motors states in the an- 
nual report that “the impression that the company has made its profits out of war 
business is entirely erroneous.” Nevertheless 81.2 per cent. was earned on the 
common stock compared with 37.5 per cent. in 191+. 

Thus while the actual war orders confirmed do not equal the round sums 
which have been mentioned from time to time, they are nevertheless large enough 
to warrant great advances in the stocks of the companies benefiting from them. 
Probably no one has taken these rumors at full face value. The enthusiastic ex- 
aggeration of the bull on stocks is too well known to be accepted without a gen- 
erous discounting. The confirmations are on the whole much nearer the first re- 
ports than the experienced Wall Street observer would expect to find them. 


Foundation af the Bull Market 


T must be borne in mind that war orders are not alone responsible for the 
greatest bull market Wall Street has seen for a decade. The fuel for 
the hig bonfire lay all in readiness before the war orders became an impor- 
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tant factor. The war orders were the torch which started the blaze agoing. 

The foundation for an outburst of speculation was laid by record-breaking 
bank reserves, phenomenally easy money rates, a tremendous export balance, big 
crops and large imports of gold. This forms a remarkable combination of favor- 
able factors. 

With all these conditions at hand, it could safely be predicted that it would 
be easy to bull the market as soon as something could be found to bull it on— 
that is, something that would make a lively appeal to the imagination of the pub- 
lic. This something was found in the reports of big war orders. 

There have been times in the history of this country when all these conditions 
were present, when the foundation for the bonfire was laid almost as bountifully, 
yet for many months the flame was not applied. Something more definite and 
easily understandable was needed to start speculation. 

And there is now, of course, a big offsetting consideration in the scarcity of 
capital for permanent investment in spite of the abundance of money for tempo- 
rary use. That is the reason why this bull market started in the industrial stocks 
and why bonds and the railways have been almost neglected. Interest rates— 
as distinguished from money rates—must rem.in high, and that fact has strongly 
militated against bonds and against stocks on which no dividend increases could 
reasonably be expected. 

In the past it has always been the rule that a big bull stock market was pre- 
ceded by activity and strength in bonds. Then the railroads have usually led the 
way, followed at a later date by the industrials. But speculation is not subject to 
rules. It is merely the logical outgrowth cf conditions, and conditions are rarely 
twice alike. The new conditions resulting from the world’s greatest war have 
brought their logical speculative aftermath. 


Why Wars Always Stimulate Speculation 


A’ first glance it seems like a contradiction that a great war, accompanied by 

gigantic waste of capital and of human resources generally, should always be 
accompanied by a wild outbreak of speculation. There are three principal reasons: 

(1) War is necessarily accompanied by tremendous, often reckless, expendi- 
tures by governments. These expenditures mean large profits for somebody. 
The urgent buyer always pays a high price, which yields a proportionate profit 
to the seller. In every great war, therefore, some interests make big profits at 
the expense of the warring nations, and there is a rush by speculators to partici- 
pate in these profits. 

The speculator looks ahead, but not very far ahead. If a corporation is earn- 
ing right now 20, 30 or 50 per cent. on its stock, that stock will advance sharply 
even though everybody knows perfectly well that such profits are abnormal and 
must in the nature of the case prove temporary. - 

(2) War means a general economic readjustment, involving considerable 
changes in values throughout the entire industrial field; and changes in value al- 
ways provoke speculation. 

(3) War is, in nearly every instance, accompanied by inflation of the cur- 
rency, and inflation, as is generally recognized, tends toward higher prices for all 
commodities. 




















THE OUTLOOK 761 





A point usually overlooked is that currency inflation has no direct influence 
on the prices of stocks and bonds, because interest and dividends are paid in the 
same inflated currency which represents the value of the securities. But the 
indirect influence of currency inflation on the stock market is important, because 
rising commodity prices always stimulate business activity, which in turn is re- 
flected in higher prices for stocks. 


How Long Will the War Boom Last? 
T- are two ways in which the war boom might be checked—either by the 


end of the war, or by the evil influences of the war itself even while it con- 
tinues. There is little use, at the present stage, in endeavoring to predict when 
the war will end. So far the prospect has continually been for more rather than 
less. Apparently the war can end only in the complete exhaustion of one or both 
sides, and when that will come it is idle to prophesy. 

It might easily happen, however, that long before the end of the war, the pur- 
chasing power of European nations might be so reduced as to cut down their abil- 
ity to buy from us to small dimensions. That process has already begun in the 
sharp fall of the foreign exchange rate. The abnormally low figure for exchange 
means simply that Europe’s ability 4.2 pay for its purchases is growing less. 


Meaning of the War Loan 
‘ big war loan to the Allies, now in process of negotiation, will mean noth- 
ing at all but a transfer of credits in this country from one class of lenders 
to another. Europe now owes us, for goods shipped or already ordered, more 
than the full amount of any loan that the Allies are likely to get from our bank- 
ers and investors. 

The loan will not be to pay for future orders, but to pay for goods already 
bought or ordered. These orders have been based on temporary credits in vari- 
ous ways. What the European delegation of bankers is trying to do is to shift 
these temporary credits into a more permanent form, to transfer them from one 
class of American creditors to another. The process is about the same as giving a 
note to close up an open account. 

For that reason it seems to us that the war loan, while a legitimate and im- 
portant bull argument in the stock market, is nevertheless less important than is 
being generally assumed. It is to pay for past orders, not future orders. 

True, the loan will relieve the foreign exchange situation so that Europe's 
ability to buy will be prolonged, but it cannot safely be assumed that a loan of 
$500,000,000 means an additional $500,000,000 of war orders to come. 


More Gold Must Come 


ge big loan, even if successfully negotiated, will not permanently raise the 

foreign exchange rate. The situation is that Europe must buy from us all 
that it can pay for, either in cash or in credit. Everything available from any 
source will be needed. 

There can be only one result, of the war continues—Europe will be com- 
pelled to send us more gold. Like a prudent business man in severe straits, Eu- 
rope is using its credit first and conserving its cash for the still greater pinch 
that apparently must come. 
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Its Probable Effect on Security Markets 


How the Allies War Loan May be Expected to Affect 
the Bond and Stock Markets as Well as General 


Business. 





By NORMAN MERRIMAN 





HE BANKERS of the United 
States have recently been confront- 
ed with a more staggering problem 

in finance than has ever been presented 
for solution in the past. The represen- 
tatives of England, France and Russia 
are here endeavoring to arrange for a 
credit estimated between a half a billion 
and a billion dollars. The arrangement 
of the credit is necessary for the Allies, 
primarily because of the necessity of 
keeping exchange at a level so that their 
paper currency is not at a serious dis- 
parity with gold. Failure to arrange 
such a credit would ultimately mean the 
practical suspension of gold payments, 
with all the disastrous consequences 
which this would entail. ‘Success in ar- 
ranging such a financing will go a long 
way toward insuring ultimate success in 
the war. 

The question of the details of the ar- 
rangement of the credit can have, how- 
ever, little other than an academic inter- 
est for the readers of this magazine. 
The important point to be considered by 
the investor is rather, “what effect, if any, 
will this loan have on the securities 
which I own?” 

The effects of curtailing the credit 
giving power of American banking in- 
stitutions to the extent of half a billion 
dollars or more, cannot but be far-reach- 
ing. Nevertheless, various securities will 
probably be effected in various ways, and 
it is the province of this article to en- 
deavor to point out the securities on 
which the general effect should be favor- 
able, as well as those which should be 
adversely affected. 


Effect on Bonds 


It seems fairly obvious at the outset 
that the effect on fixed income yielding 


obligations will not be particularly ad- 
vantageous. In the first place, the loan- 
ing of any such amount as has been 
named as the probable figure of the 
credit, must have its effect on the money 
market. The New York Clearing House 
Banks have, it is true, a surplus reserve 
aggregating not far from a quarter of a 
billion dollars. Still, the loaning of five 
hundred million dollars or more, while it 
will not necessarily strain the resources 
of our banking institutions, must cause 
at least a moderate stiffening of rates. 
It must also be remembered that the 
withdrawals of funds on account of the 
loan will come at a time when the sea- 
sonal demand for money is about at its 
greatest. 

Crop moving, while perhaps not so 
great a cause for worry this year, as in 
the past, nevertheless is always responsi- 
ble for the removal of the balances of 
the country banks from the larger money 
centers, and it takes a considerable time 
for these funds to find their way back. 
Besides the crop moving factor, it is to 
be remembered that almost all lines of 
industry are on the mend, The plethora 
of money at this center has been so great 
that the increasing demand for funds as 
a result of the improvement in business 
has not yet been reflected in the money 
market. But, the improvement in gen- 
eral business, crop moving, and the 
granting of this huge credit to the Allies 
all coming at the same time, must almost 
inevitably advance the rates for short 
term funds. 


Whether or not there will be more 
than a small flurry in the money market 
on this account is not possible to foretell. 
We must keep in mind, however, the fact 
that after the exhaustion of this credit 
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another loan will probably be asked for 
and obtained—assuming, of course, that 
the war is still in progress. This will 
mean a renewed strain upon the money 
market, and will come at a time when we 
are not so well prepared to supply credit, 
as at present. 

The probable rise in money rates must, 
therefore, be kept in mind when the pur- 
chase of bonds is considered. The gen- 
eral level of the bond market is now very 
low, but when one takes into considera- 
tion the world-wide destruction of cap- 
ital, and the steadily returning flow of 
our securities from Europe, in connec- 
tion with the likelihood of an advance 
in money rates, it is hard to see any rea- 
son why the bond market will not seek 
lower levels. 

In this connection it might be well to 
point out that not only bonds but almost 
all other fixed interests yielding secusi- 
ties as well will be similarly affected. It 
does not, therefore, seem advisable to 
purchase long-term bonds and mort- 
gages, guaranteed stocks and non-specu- 
lative preferred stocks. Investors seek- 
ing a higher income yield than is avail- 
able through bank deposits, should pur- 
chase short term notes or railroad equip- 
ment bonds having a due date not more 
than a year or two distant. 

The effect of the loan on common 
stocks will vary, depending upon the 
character of the business of the company 
in question. It is impossible to predict 
what the future of any particular stock 
will be, as the ‘effect of the loan will be 
only one influence of many, and in the 
vast majority of cases it will be but a 
minor influence. Generally speaking, 
however, the effects to be considered are 
those which the loan will have on the 
stocks of what may be termed “raw ma- 
terial producing companies,” on “war 
stocks,” and on railroad stocks. 


Effect on “Raw Material Producing” 
« Companies 

In this classification are included those 
corporations whose business consists in 
mining copper, zinc, lead, coal and iron; 
the companies engaged in smelting and 
refining and those making “unmanufac- 
tured” steel; those producing and refin- 


ing petroleum and also companies whose 
business is tanning leather, making 
chemicals, etc. 

The funds which the Allies will obtain 
through the loan will be used first of all 
to purchase food stuffs, clothing, etc. 
The next important use for the money 
will be to supply the munitions factories 
of England and France with the raw 
materials for the manufacture of all war 
supplies. It must be remembered that of 
late the Allies have been endeavoring, 
as far as possible, to avoid making pur- 
chases in this country, on account of 
their desire to keep exchange as near 
parity as was practical. The loan should 
cause a renewal of free purchases of 
these supplies, and an increase in the 
buying of copper and spelter, steel bars, 
etc., and similar raw materials would 
naturally have a favorable effect on the 
stocks of the companies engaged in these 
and closely allied lines of business. 

Another factor to be considered is that 
the munitions factories of the Allies are 
each day becoming more and more effi- 
cient and their production is being 
steadily increased. For months past an 
army of women workers has been trained 
in the British factories, and with the 
purchasing power of the Allies at a max- 
imum, these new workers can be kept 
busy by their governments. 


Effect on War Stocks 


While the loan is not at the present 
writing a fait accompli, and its terms are 
not a matter of public knowledge, it is 
probably fair to assume that one of the 
conditions to be made is that munitions 
such as shrapnel, rifles, powder, etc., are 
not to be purchased with the funds thus 
obtained. At first thought this might 
seem to work a hardship to the “war 
stocks,” but more careful reflection 
shows this to be a mistake. More money 
has come into this country for the pur- 
chase of foodstuffs and clothing than for 
war munitions. 

Up-to-date all these purchases have 
been financed, although with some diffi- 
culty. The ability to finance without dif- 
ficulty the purchase of the non-contra- 
band materials will enable the Allies to 
specify for war materials even more 
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freely than heretofore. They will be able 
to finance their purchases through the 
sales of our securities and by shipments 
of gold, thereby keeping the level of ex- 
change reasonably near parity. It, there- 
fore, appears reasonably certain that the 
effect of the loan on the war issues will 
be decidedly favorable. 


Effect on Railroad Stocks 


The majority of dividend paying rail- 
road stocks are in somewhat the same 
position as the bonds, for the reason that, 
as far as the majority of them is con- 
cerned, there is no immediate prospect 
of an increase in dividend, even in spite 
of possible increases in gross and net 
earnings. Besides this the prospect for 
an increased cost of raising capital, of 
which most roads are in sore need be- 
cause of the practical cessation of buying 
equipment in the past two or three years, 
is not encouraging to the holder of rail- 
road stocks. Furthermore, advancing 
prices of steel, coal and. other materials 
make the cost of transportation of 
freight greater and there is certainly no 
immediate probability of a decrease in 
the price of these and other commodities 
which go to make up the railroads’ “cost 
of living.” Improving business will cer- 


“The Tree of 


tainly cause some increases in gross 
earnings, but it does not seem probable 
that the railroads will be able to convert 
a satisfactory percentage of this gain in 
gross into net. 

In conclusion, therefore, the probable 
effects of the loan on securities may be 
summarized as follows: 

The financing should prove advan- 
tageous to all companies manufacturing 
war munitions; cotton and woollen 
goods; those engaged in mining zinc, 
copper, coal and iron; companies smelt- 
ing and refining these ores; companies 
manufacturing steel for further use in 
manufactures ; leather companies, chem- 
ical companies, etc. 

The financing should have a disadvan- 
tageous effect on all non-speculative 
fixed income yielding securities except 
convertible bonds of the companies en- 
gaged in the businesses mentioned above. 
Railroad stocks, while not affected to a 
great degree will be hampered by some 
of the more far reaching consequences 
of the loan. The same arguments which 
apply to railroads will apply to the ma- 
jority of the public utility companies, ex- 
cept for those located in the centers 
whose industrial activity will be greatly 
quickened as a result of the loan. 
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Safety of War Loans 


An Analysis of Security Behind the Loans of Germany 
and the Allied Nations Now Being Offered in This 
Country—Collateral Behind German Loan. 





By SIEGFRIED STRAUSS. 





HE ALLIED governments of Great 
Britain, France and Russia have 
sent a commission of half a dozen 

prominent bankers to New York City to 
negotiate a billion dollar loan in the 
United States. The allied nations find it 
inconvenient at present to pay cash for 
the large supplies which they are buying 
in this country, and the United States are 
asked to grant an open credit of one bil- 
lion dollars. The German government is 
floating a ten billion mark (two and a 
half billion dollars) loan in Germany, and 
American investors are asked to sub- 
scribe, as this loan—owing to the present 
low rate of German Exchange—yields a 
very high interest return. 

The belligerents in Europe are piling 
up huge debts, and the burden of taxation 
to meet capital and interest will crush 
generations yet unbern. The French 
Minister of Finance, Monsieur Ribot, de- 
clared in the Chamber of Deputies that 
the average monthly war expenses 
amount to 

360 million dollars for Russia, 

400 million dollars for France, 

500 million dollars for Germany 

550 million dollars for Great Britain. 
Assuming that the war will be over by 
the coming spring, these nations will have 
incurred the following war debts: Rus- 
sia, 7 billion dollars ; France, 8 billion dol- 
lars; Germany, 10 billion dollars, and 
Great Britain, 11 billion dollars. The 
population, estimated wealth and _ total 
indebtedness of the seven big warring 
nations before the war are shown in 
Table I. 

If the war should last until spring, 
1916, the proportion of estimated wealth 
to indebtedness for the four leading Eu- 
ropean powers is estimated as in Table 
IT. 


Editor's Note: The author is frankly Pro-German, 


and his conclusions are the more interesting because 
of thés. 





The battlefields of the world war in- 
clude the most prosperous parts of 
France and Russia, viz: Northern France 
and Russian Poland. These parts have 
suffered very heavily, and the national 
wealth of France and Russia has been 
considerably diminished. Great Britain 
and Germany, whose territories have 
seen very little of the horrors of war, 
do not have to write off such large pro- 
portions of their national wealth. It is 
consequently safe to assume that France 
as well as Russia—after less than two 
years of unsuccessful warfare—wwill have 
piled up public debts equal to more than 
one third of their entire wealth. Further- 
more, it should not be forgotten that a 
very large amount of Russian govern- 

nent and industrial securities is in 
French hands, and constitutes a not in- 
considerable part of France’s national 
wealth. Summing up the conditions of 
France and Russia: The Teutonic 
armies hold Belgium and the most valua- 
ble parts of France and Russia. In my 
article in the August issue of the Maca- 
ZINE OF WALL Street I predicted that if 
a decisive victory should be brought 
about by the force of arms, the Balkan 
States and possibly Sweden might enter 
the war on the side of the victor; the de- 
feat of the Russian armies has had pre- 
cisely this effect, and Bulgaria, as the 
first of the European neutrals, has de- 
cided to throw in her lot with Germany 
and Austria. The Allies still believe in 
final victory but admit that this victory 
can only be attained after a prolonged 
struggle. Now I ask, how can France 
and Russia, beaten on the battlefields and 
financially very weak, keep up this strug- 
gle? Further large additions to their 
debts will spell financial ruin for both. 
Russia’s debt is largely held abroad, 
mainly in France, and a repudiation of 
Russia’s debt would have disastrous con- 
sequences for France. 
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Turning to Great Britain and Germany 
a very much brighter picture presents 
itself. The German army has kept the 
war out.of Germany, and the British 
navy has secured command of the seas, 
thus enabling the allies to get supplies 
from the markets of the world, and shut- 
ting off Germany from these bases of 
supplies. Germany has _ successfully 


Lloyd George, and Mr. McKenna, have 
imposed new taxes and raised old ones. 
The income will be raised by 40%, and 
Great Britain will hereafter confiscate 
one-sixth to one-third of the income of 
her citizens in the form of income tax. 
The New York World, commenting edi 
tofially on this tax, says: “These extra 
ordinary additions to the tax burden are 





TABLE I. 
Population, Estimated Wealth and Total Indebtedness 


Population. 
ee NS 5 2s canadien 45 million 
SE eusdctbceadawsases 65 7 
| I la pps AS # ae 40 7 
FRESE ees es ae 170 ° 
Austria-Hungary ........... 50 ° 
DES AU deed 044% nts siscnee 35 * 
RR es Se 20 , 


Estimated wealth. Total indebtedness. 


$85,000 million $3,000 mitlion 

80,000 = 4,900 ™ 

50,000 » 6,300 

40,000 ” 4,500 

25,000 * ‘3,800 = 

20,000 ee 2,900 ° 
(?) 675 » 





floated three big war loans totalling six 
and a quarter billion dollars, and parlia- 
ment in Great Britain has voted war 
credits of six and a quarter billion dol- 
lars. 

Continuing the war until the spring of 
1916 the two countries will have piled up 
a total indebtedness of a: little over one- 
sixth of their national wealth against 
France’s and Russia’s one-third. It is 
imteresting to note how Germany and 
Great Britain propose to take care of 
these huge debts. 


intended merely to take care of the in- 
terest and sinking fund charges on the 
war debt, and not to share in the direct 
costs of the conflict. They cannot be 
shifted to the masses this time without 
revolution. They must therefore en- 
dure for years without number after the 
war. 

The American investor that is asked 
to loan money to belligerents by buying 
their war loans will have to decide two 
questions : In case of a draw, will France 
and Russia be able to pay their debts ° 





TABLE I. 
Estimated Wealth and Total Indebtedness 


Total indebtedness. 


Estimated wealth. Amount. Per cent. 
NR oa 5 oo 's cvnss o0eb-a8% $85,000 million $14,500 million 17 
EY aan shades cous aseuveu aes ,000 = 14,900 “ 18 
PS . UF. on: utd Gwe 36 éhede wea ou 50,000 - 14,300 " 28 
RID 5 2a Sas dun ncn bea beets ,000 - 11,500 " 28 











Germany has not levied any new taxes 
* since the outbreak of the war, and her 
Minister of Finance, Dr. Helfferich, de- 
clared in the Reichstag that Germany’s 
enemies will have to reimburse her for 
the cost of the war through the payment 
of large indemnities, and considering the 
military achievements of Germany so far, 
it seems entirely possible that Germany 
will be able to exact such indemnities. 
Great Britain evidently realizes that she 
will not receive war indemnities from her 
enemies. Her Minister of Finance, Mr. 





In case of a decisive victory for one side, 
will the defeated powers be able to pay 
their debts? 

Judging by present results, it will be 
practically impossible to defeat the Ger- 
man military power or the British naval 
power. 

The cautious American investor will 
thus come to the conclusion that both 
the German war loan and the Allied war 
loan are safe investments, the latter on 
the strength of the English promise to 


pay. 
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THE FARM MORTGAGE 


What the Investor Should Know about the Farm Mort- 
gage—Location—W hat to Avoid in Purchasing These 


Securities. 





By CHAS. B. SCHOOLFIELD, Attorney-at-Law 





IVERSIFICATION is pretty gen- 
erally accepted as one of the car- 
dinal principles of investment. 

The careful investor will, therefore, dis- 
tribute his funds among the various 
forms of securities so that his margin of 
safety will be higher. For women, par- 
ticularly, this feature is of the utmost 
importance. The majority of Eastern 
investors, while they have accepted this 
practice and follow it to a large extent, 
have neglected one form of security 
which appears most attractive from the 
standpoint of security and yield, and 
which might properly lend an additional 
element of security and diversification to 
the average Eastern list of stocks and 
honds—the farm mortgage. 

The large purchases of farm mort- 
gages by the big insurance companies 
speak volumes for the farm mortgage— 
and furnish an incontestable argument 
for its more general adoption by the in- 
dividual investor. Perhaps one reason 
why these securities are not in more gen- 
eral favor may be found in the defaults 
and losses which occurred many years 
ago when large quantities of mortgages 
issued on worthless farm land were mar- 
keted in the East by unscrupulous deal- 
ers. The losses sustained at that time 
have never been effaced from the minds 
of many investors and they have avoided 
them as they would a pestilence. 

With the modern methods of selecting 
and safeguarding farm mortgages, as 
practiced by the large dealers in these 
securities in the Western states, the addi- 
tional protection of publicity and such 
protection as is offered by the Farm 
Mortgage Bankers’ Association, farm 





mortgage may be purchased with no, 
higher degree of risk than any other in- 
vestment offering as high yield. 

The mortgage is as old as civilization 
and found its first use in the pledging of 
chattels as security for debt. As civili- 
zation progressed and property rights 
became fixed, especially rights in land, it 
found a new expression in the pledging 
of the title to land as security for debt, 
until at this time when we speak of the 
mortgage we are understood to refer to 
the land mortgage. In its early develop- 
ment the mortgage was a transaction be- 
tween the land owner and his neighbor 
who had accumulated a surplus that the 
land owner could use in improvements or 
in the acquisition of additional land. 
This is still true in the older communities 
of the United States where the titles are 
well settled, and the boundaries of farms 
long established, so that the local lawyer 
is well able to pass upon questions of 
title and boundary. In these communi- 
ties the making of a mortgage is a per- 
sonal transaction between the owner of 
the land, the mortgagor, and the owner 
of the money, the mortgagee. 

In the Middle West where develop- 
ment has been so rapid and where this 
development has been done by hardy 
pioneers who had the grit and courage 
to settle on the land, but who, in most 
instances, had not the money to improve, 
there has sprung up the mortgage broker 
who makes a specialty of handling mort- 
gages on a commission basis, the broker 
taking the mortgage and afterward sell- 
ing it to a client. In most of the West- 
ern mortgages the mortgagor and mort- 
gagee never see each other. 
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From these local brokers there has de- 
veloped, as a further refinement, the 
mortgage houses whose business covers 
the whole United States. These houses 
take a State at a time, send their crews 
in and each farm is looked at, whether 
the owner wants a mortgage or not, val- 
uations are made, titles are looked up, 
crop conditions investigated, rainfall, 
fertility, transportation and the thousand 
and one things that go to make a mort- 
gage desirable or undesirable are gone 
over and recorded. Applications are 
then received and can be passed on al- 
. most immediately. 

In no event do these houses lend over 
fifty per cent. of their own valuation of 
the property; in this way is the chance 
of inflation rendered negligible. After 
an application is accepted, the mortgage 
is made, recorded, title guaranteed by. a 
responsible title guarantee company, and 
the money is given to the mortgagor, 
after deducting a commission of two or 
three per cent. 

This mortgage is sold by the mortgage 
house to some one of the Eastern insur- 
ance companies, or to some individual, 
and the money realized is ready for an- 
other mortgage. The mortgages are 
usually sold at par, the profit of the 
mortgage house being in the commission 
earned. This same money may be turned 
over a dozen times in the year, and in 
this turn over is the mark of the success- 
ful house. 

Since there is appreciation in the West 
of the safety of these mortgages, and 
since they, in most instances, yield from 
five to six per cent., depending upon lo- 
cation of the property, it very naturally 
follows that the big market for individ- 
ual sales is in the West. 

There are a number of advantages 
that the mortgage has over the usual 
bond, and it is a lack of appreciation of 
these very advantages that is the cause 
of the unpopularity among individual in- 
vestors in the East. In the first place 
the holder of the mortgage is the only 
creditor—it is not necessary for him to 
join in with other creditors, in case of 
default, and take pot-luck. If payment 
is not made at maturity, or if interest 
payments are allowed to lapse, the holder 


of the mortgage simply forecloses and 
that’s the end of it. He does not have 
to abide by the will of the majority and 
probably do something that his better 
judgment tells him is wrong. 

In the next place, land values are so 
easily ascertained, all that is necessary, 
if you are not near the property under 
mortgage, is to communicate with some 
bank in that locality and you can get a 
line on values. If you ascertain that 
there is not a wide enough “margin of 
safety,” vou simply look for another 
mortgage that does have this margin— 
which should always be at least forty per 
cent., and as a rule fifty. 

In the farm mortgage there is one big 
question and that is “what is land selling 
for in the locality?” This is so readily 
ascertainable that an answer only requires 
using diligence in getting at this fact. 
The question of title is covered by the 
guaranty of the title guarantee company, 
the question of recordation being certified 
to by an official. 

There are houses making a specialty 
of farm mortgages whose boast it is that 
in a half a century of business no client 
of theirs has ever lost a cent of principal 
or interest. This is a remarkable record 
but any number of houses can qualify 
under this statement. The mortgage 
buyer will do well to apply to one of 
these houses for his mortgage and he 
can very safely rely upon their honesty 
and experience to take care of the legal 
details and valuation. 

The question of convertibility of 
these mortgages into money, should it be- 
come necessary to do so quickly, is an- 
swered by the mortgage houses them- 
selves, since the better ones will buy back 
any mortgage sold by them, usually at 
a discount of one per cent., and an agree- 
ment to this effect can be had at the 
time of purchase. 

While it is well known that every- 
thing that is manufactured depreciates in 
value each year, and this is true of the 
railroad with its equipment and manu- 
facturing plants with their machinery, we 
are all equally cognizant of the fact that 
land, in communities given over to 
agriculture and successful farming, is 
constantly appreciating in value and the 
mortgage has a constantly increasing 














THE FARM 


MORTGAGE 769 





margin of safety as it grows older, and 
should there be serial payment of prin- 
cipal we have a constantly decreasing 
debt and increasing value of the security. 
This makes an ideal condition so far as 
the holder of the mortgage is concerned. 
This increase of land values is partic- 
ularly true in such States as Illinois, Wis- 
consin, parts of Indiana and Iowa. Land 
is increasing in value every year as the 
population increases and as methods tend 
toward intensive farming and corre- 
sponding increase of crops from the same 
acreage. 

The average farm mortgage runs for 
a period of five years there being gen- 
erally a reduction of the principal debt 
and a renewal for a like period. The 
interest is paid, should the mortgage be 
purchased from a mortgage house, 
through this house, and should the mort- 
gagor be slow in making his remittance 
the house usually advances the money 
and pays the interest coupons promptly. 
The short maturity gives the holder an 
opportunity to get out should he desire to, 
since it is up to the mortgage house to 
make the renewal and not the owner of 
the mortgage. 

There are many who believe there is 
no form of investment that presents as 


little worry as the farm mortgage or one 
in which so satisfactory a return on the 
investment can be had. Everything is 
present in them that one can find in the 
other forms of investment, it is asserted, 
and, as a rule, we find a higher yield. 

The main rule to observe is make a 
connection with a good house, one that 
has been in business for a long time. 

It is true, however, that there are cer- 
tain states that in their early development 
were responsible for mortgages that were 
absolutely worthless owing to a long 
period of poor crops. These states, 
however, have since redeemed themselves 
by new farming methods and irrigation 
so that at this time if one will take mort- 
gages in such states as have become 
known as great agricultural states, no 
chance will be taken. 

There can be no doubt but that the 
real estate mortgage bond makes a very 
attractive form of investment for the man 
of small means and one that will appeal 
strongly to the man used to the safety, 
convertibility and good yield of the or- 
dinary utility, municipal or railroad bond. 
It unquestionably is entitled to the con- 
sideration of any one who is desirous of 
diversifying his investments, and to this 
end we bespeak a hearing for it. 


In a later article Mr. Schoolfield will discuss the mortgage certificate, based upon city real 
estate. outlining the advantages and disadvantages. In view of the aggressive advertising of deal- . 
ers in these securities, no investor should fail to inform himself regarding them. 








U. 5. WORSTED COMPANY 





E general improvement in the 

woolen business has been felt by 

all of the companies during the 
manufacturing of woolen goods. This 
has been particularly true of the U. S. 
Worsted Company, which is one of the 
largest woolen companies in the United 
States. 

While a year ago the woolen business 
was in a very unsatisfactory condition, 
today the situation is exactly the reverse 
owing to the foreign and domestic de- 
mand. The mills of the company: are 
now operating in practically full capacity. 
The company was fortunate in having a 
large supply of dye stuffs and wool pur- 


chased before the sharp advance in these 
commodities. The company is identified 
with banking interests in Boston, Mass. 

The company has been in receipt of 
orders from the British Government for 
cloth which was filled with perfect satis- 
faction. The fact that the situation has 
so much improved, has been responsible 
for the advance in the company’s securi- 
ties in the last few weeks. The Ist Pre- 
ferred Stock of the company has recently 
sold at $60 compared to $40 per share 
three months ago. The 2nd Preferred 
Stock is now quoted around $16 per 
share, the stock being dealt both in New 
York and Boston in the outside market. 














What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





The War Loan 
Bulls the Market. 


HAT the War Loan really means is 
that we are preparing to lend 
Europe money enough to enable 

her to pay us what she owes us. That 
may sound somewhat like an Irish bull, 
but it is a literal statement of the facts. 

We are not only planning to do this, 
but we are becoming very enthusiastic 
about having the opportunity to do it. 
Our enthusiasm is breaking out in the 
stock market to the tune of million share 
days and juniping prices, not only in the 
“war brides” but also in the stocks not 
directly affected by war orders. 

Henry L. Higginson, of Boston, has 
expressed as briefly and clearly as any 
one the reasons why the war loan is so 
important to our prosperity just now: 


Our -farmers have made large and fine 
crops of corn, wheat, oats, hay and cotton. 
Our manufacturers after enforced idleness 
have made large sales of shoes, duck, 
woolen and cotton blankets, products and 
munitions of war. In a market open to all 
buyers our people are selling their wares, 
in competition with the world. Our people 
have the inside track, but to keep it must 
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THE GOLD CURE. 
—St. Paul Daily News. 


meet prices of competitors and to do so 
they must give credit for their goods; there- 
fore, it amounts to this: 

Our bankers and investors must carry the 
crops and goods of our. people for a period 
of time. And, as all money involved stays 
on this side of the ocean, such a loan is 
no hardship. The money, which is only a 
token, remains in the banks. 

If we cannot meet and overcome other 
sellers, our farmers and laborers will suffer, 
more especially our southern laborers. Un- 
sold cotton will deteriorate, unsold grain 
will grow musty; idle work-people will go 
hungry. 

We must sell our goods or suffer. We 
must meet the terms of the only great buy- 
ers, the Allies. They are the only large 
buyers; but we are not the only large sellers. 
South America and Russia can furnish food. 
Egypt and India can furnish cotton. Money 
and credit are but tools. Let us use them 
both promptly and cheerfully for the good 
of others and ourselves. 


* * * 


J. J. Hill Argues for 
American Farmers. 


MR. HILL naturally has the welfare 

of the Northwestern farmers, who 
ship their products over the “Hill roads,” 
very much at heart. His influence has 
been cast strongly for the loan. In one 
of his interviews he puts it this way: 


The maintenance of a stable rate of for- 
eign exchange, which can be done only by 
the establishment in this country of a very 
large credit account for Great Britain, to be 
drawn against for the purchase of food- 
stuffs, is of far more importance to the 
United States than to England. It is not 
too much to say that on this the prosperity 
of the American farmer depends. 

It is most essential to the es ys of 
our people that our wheat should get to 
market and find a purchaser. And if our 
wheat does not go forward steadily to the 
purchaser, the latter will certainly turn else- 
where; especially if a more favorable rate 
of exchange gives him a greater advantage 
in another market than ours. 

A foreign trade of this magnitude cannot 
possibly be conducted by meats of the ex- 
port of gold by the purchaser. A dollar 
of gold sent here pays for a dollar’s worth 
of commodities. It leaves the situation 
worse rather than better. We do not need 
the gold, which might, if it continued to 
come in such quantities, demoralize rather 
than benefit our system of currency and 
credit. Transactions of this size, in war as 
well as in peace, must be carried on through 
the organization of international credit. 
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A credit of half a billion dollars secured 
by English consols and French rentes 
should be arranged for in New York 
City. American securities cannot be exacted, 
both because the amount of them held 
abroad is not unlimited, and because they 
are in the hands of private owners. The big 
job of feeding the world must be backed 
by the credit of the world, and the circum- 
stances are such that we cannot exact un- 
reasonable terms or refuse to do our share 
of making the transaction possible without 
sacrificing at least a large portion of our 
market, and forcing prices down to a point 
that will mean distress instead of prosperity 
to our agricultural interest. 

The same principles apply, though per- 
haps less seriously, to all our foreign trade. 

* aS ~ 


Would Tie a Can to the 
Foreign Commissioners. 


HE other side of the case is forcibly 

stated by Henry Ford. After stat- 

ing that the Ford Company would with- 

draw its deposits from any bank partici- 
pating in the loan, he continued: 


If I had my way I would tie a tin can 
to this joint Anglo-French Commission and 
chase it back to Europe. 

One of my strong objections is that the 
foreign commissioners are trying to raise 
a huge loan without putting up real security. 
They might have some sort of an excuse if 
they had brought over with them a batch 
of American securities and then proceeded 
to the business of borrowing our money. 

Why, you know who is back of this loan 
proposition and making every effort to win 
its favor with the American people. It is 
the militarist. He sees big profits in the 
scheme. 

The British war loan is dangerous be- 
cause it will connect the American people 
with the war. It is hardly to be expected 
that a nation with its pocketbook at stake 
can remain peaceful. 

If England wants the money why doesn’t 
she bring the American securities she holds 
over here and sell them?» Why does she 
hold on to our securities and yet come over 
here and try to borrow money without any 
security except chances of victory. 

* * * 


“Interest. Rates to 
Rise.”—V anderlip. 


OT much rise is to be expected in 
bond prices, according to Frank A. 
Vanderlip’s address to the convention of 
the Edison Companies at Spring Lake, 
N. J. He emphasizes the difference be- 
tween money rates and the interest rate 
on permanent investments : 
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HAVE WE MONEY TO BURN? 
—St. Paul Daily News. 








In every forty days an amount of wealth 
as large as the entire cost of the construc- 
tion and equipment of every power and 
lighting plant in this country is being con- 
sumed by the warring nations in Europe. 
The world’s investment funds are being 
drawn on at that tremendous rate. Our 
minds are beginning to comprehend a new 
unit in finance. We speak in terms in which 
we use totals of a billion dollars, and what 
is so distressing is that this billion dollar- 
totals, real dollars of wealth, real drafts on 
the investment fund, are being diverted to 
the melting pot of military waste. 

England, France and Germany were 
formerly bankers for the world. Capital 
from those countries helped largely in the 
development of your business. Since the 
beginning of the war these nations have 
furnished no new capital to other countries 
heretofore largely dependent upon them. 
Practically every country in South America 
has been caught in the midst of the con- 
struction of public works, the completion of 
which it was expected would be financed 
in Europe. Such countries are now turning 
to America for capital. 

You are facing a period when the de- 
mands upon capital are going to be very 
great, and the rates are going to average 
higher than we have been used to. In addi- 
tion to the requirements of foreign Govern- 
ments, the railroads and industrials which 


have been pursuing a policy of retrench- 
ment will have importunate demands for 
capital. Certain industries, notably those 


engaged in the production of munitions of 
war, are growing rapidly and the improve- 
ment of their credit is placing them in a 
position to demand capital in large amounts. 

You may answer that in spite of this, 
money is plentiful, that the banks have ex- 
wenvdinany surplus reserves and are lend- 
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ing money at a lower rate than they have 
done in years before. 

Do not be deceived by the present bank- 
ing situation. Do not let low rates for bank 
loans lead you into any belief that the de- 
struction vs capital in Europe will not have 
its effect upon the price of investment 
capital in America. It is true that we see 
the lowest bank rates that we have known 
in years, and that there are the greatest 
surplus reserves that our banks have ever 
held, but there is an essential, fundamental 
difference between bank funds and invest- 
ment funds. The great fund of money in 
the banks is not capital owned by the bank- 
ers that they may invest at will. It is a 
fund held by the bankers subject to the 
order of their depositors and must be in- 
vested in the main by the bankers in such 
manner that they can get it back at short 
notice. 

It is true that the banks at the moment 
find their most pressing problem as to the 
finding of ways to invest their idle funds, 
but they can only invest a moderate amount 
of these funds in securities that represent 
permanent expenditures. There is nothing 
in these low bank rates to controvert the 
statement that investment funds promise to 
be increasingly difficult to obtain as long as 
the destruction of wealth and the prodigious 
borrowing by governments goes on. Our 
plethora of bank reserves is the result of 
dull business conditions, of changed reserve 
requirements under the law, and of a con- 
siderable influx of gold. We are in a posi- 
tion to expand bank loans to an unex- 
ampled amount. All that is promising for 
commerce, but it does not mean that money 
for permanent development is to be easily 
found. I have no doubt that while these 
excessive reserves last we are likely to see 
banks entering the investment field with 
their funds to a certain extent. Finding that 
they cannot employ their money in ordi- 
nary commercial loans they will employ 


some part_of it in bond investments. 
+ * * 


Theodore E. Burton 
Outlines the Future. 


-GENATOR BURTON, speaking to the 

Investment Bankers, summarized the 
following results which may be expected 
to come from the war: 


An enormous decrease in capital available 
for investment. 

Temporary shrinkage in the aggregate 
volume of commercial and industrial ac- 
tivities. Expenditures for rehabilitation and 
reconstruction will have preference over 
those for the development of new enter- 
prises. 

Higher rates of interest; a greater de- 

of discrimination on the part of the 
investing public and a wider disparity in 
the rates of interest among the various 
categories of investments. 


Interest yield on high grade bonds prob- 
ably will decline. ; 

Certain classes of domestic enterprises, 
including the building of electric railways 
between cities, and probably the building of 
steam railroads will experience a material 


decline. 
* * * 


America Will Be 
Richer Than Ever. 


N his annual address to the Investment 
Bankers’ Association, President A. B. 
Leach sounded an optimistic note, in 
spite of his full recognition of the heavy 
demands on capital that the world must 
face for years to come: 

We face the problem, that the capital 
which has been expended for the develop- 
ment of this country, derived in the past 
from Europe, will not be available. We 
therefore must devise ways and means to 
furnish monies for these developments from 
home capital. ; 

Again, there will be resold to this coun- 
try in enormous volumes—they are coming 
every day—securities which have been 
placed in Europe. We could not have them 
presented to us at a better time. Never 
before in the history of country have we 
been in position where they could be ab- 
sorbed and repurchased as they have today; 
it will make us probably not a creditor 
nation, but certainly a nation very much 
nearer that point than ever before. 

We also face the problem as to what will 
be the price of money, the return on bonds 
and stock investments. After the close of 
the war, when the time of readjustment 
comes, this vast volume of paper which is 
now being used in Europe to finance the 
war will have to be redeemed, and we will 




















BOSS OF THE FINANCIAL DISTRICT. 
—Philadelphia Record. 
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get back to a gold basis. The problem 
is so complex that it is difficult to prophesy, 
but I believe that this reconstruction period 
will be faced by the American investing 
public with a smaller loss and that we will 
come out of it in the best position of any 
country in the world. 

I have heard it prophesied by the very 
wise, that at the end of the war we would 
face a financial catastrophe, that wreckage 
and repudiation would be worldwide. I do 
not believe this. This regeneration work 
in business, this calling in of credits will be 
gradual, the nations must face a long period 
of economy, they must face a long period 
of high taxation, Europe will not repudiate 
its indebtedness, Europe will be able to 
pay, and if we must bear a share of the 
terrific destruction, I believe that America 
will come out richer and in a stronger 
financial and business position than ever 
before. * * * 


Prosperity 
Straws. 


HERE are a few cheering statements 
from business leaders in various 


lines : 

Asa G. Candler, the Atlanta Banker and 
Manufacturer: I never felt more optimistic 
regarding the future. The outlook is very 
promising and there is every indication that 
we will have a long period of prosperity. 

While many people have felt nervous 
about conditions, I have kept my interests 
all over the country going at full speed, 
knowing that it would be only a short time 
when matters would adjust themselves, as 
the backbone of the country—the argricul- 
tural output—was substantial enough to 
stand any brief spell of depression. 





E. H. Gary, Chairman U. S. Steel Corpora- 
tion: The steel business is at high tide and 
that the outlook is encouraging. 


F. A. Delano, Vice-Governor of the Federal 
Reserve Board: Business is picking up every- 
where except in the farming country of the 
West. The farmer seems to think he can 
get $1.25 again this year for his wheat. He 
can’t, but he’s holding it just the same. 
The fact that money is easy makes it easier 
for him to hold his crop for higher prices, 
and I’m afraid he will get fooled. 

Signs of increased prosperity are notice- 
able from the Pacific Coast all the way 
eastward. War orders, more buying by 
railroads and other factors are responsible. 


Daniel Willard, President of the Baltimore & 
Ohio: All our cars are in use for the first 
time in two years—since the fall of 1913. 

Our traffic has increased gradually for the 
last four or five months above preceding 
months and for the last two months has 
been ahead of a year ago, but not ahead of 
two years ago. 




















BUSINESS ON THE MEND. 
—Los Angeles Times. 





Agricultural conditions throughout the 
Baltimore & Ohio territory all seem to be 
fully up to, if not above, the average for 
this season of the year, and the outlook in 
that direction is good. 

The ore movement from the Lakes is 
heavy, stimulated, of course, by the renewed 
activity in the steel business. 


am optimistic—within reasonable 
bounds. 
* * * 
Still Bigger Trade 


Balance Next Year. 


Two authorities have recently gone on 
record as predicting a larger bal- 

ance of trade in our favor for the fiscal 

year 1915-16 than we had in 1914-15: 


Dr. E. E. Pratt, Chief of Bureau of Foreign 
and Domestic C ce: If we can accept 
the figures of July and August as a cri- 
terion, and if the average of these months 
is maintained throughout the year, the ex- 
cess of exports over imports will amount 
to not less than $1,464,000,000 for the fiscal 
year 1915-16. 

But this is not the true balance of trade 
or the true credit balance. We must sub- 
tract such items as our interest charges 
payable abroad, the expenditures of Ameri- 
can tourists, the remittances of money sent 
abroad to friends and relatives, the freights 
we pay to ocean steamships owned by other 
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countries, and the relief which we have sent 
abroad for the stricken countries of Europe. 
These payments, even at present, reduced 
as some of them are, amount to not less 
than $500,000,000 per annum. These figures 
indicate that we are creating assets abroad 
amounting to $900,000,000, and it may be ar- 
gued that we must invest that amount 
abroad if we are to keep the exchange rates 
anywhere near normal. Only the slightest 
tax on our domestic profits will be neces- 
sary in order to considerably enlarge the 
amount of our exports of capital. 





O. P. Austin, formerly Chief of the Govern- 
ment Bureau of Statistics and now Forei 
Trade Statistician of the National City Ba 
The high tide in excess of exports Broome 
in the month of February but is. still run- 
ning at the rate of over $100,000,000 per 
month, suggesting that the “favorable bal- 
ance” for the current year may probably 
exceed that of the fiscal year just ended in 
case of a continuation of the European war 
with its demand for foodstuffs, of which we 
seem likely to have an unusually large sup- 
ply in the current year, and for certain lines 
of manufactures. 

The chief factor in the growth in exports 
in 1915 we foodstuffs. Wheat amounted to 
$324,000 aguinst 3s .000,000 in the pre- 
ceding ot ) 5,000,000 against 

000,000 against $7,000,000 
against less than $1,006,000, 
and barley, $18,000,000 against $4,000,000; 
the total of breadstuffs being $554,000,000 
against $165,000,000 in the preceding ear. 
Practically all of this large increase in food- 
stuffs exported went to Europe, the increase 
in foodstuffs to other parts of the world be- 
ing but slight. Another factor in the growth 
of exports is horses and mules, which 
showed a total for 1915 of $77,000,000 aganist 
$4,000,000 in 1914, and practically all of these 
went to Europe. Meats exported amounted 
in 1915 to $206,000,000 against $143,000,000 
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in 1914; this increase being almost ex- 
clusively in movements to Europe. 
* * * 


Canadian Trade 
Balance Reversed. 


THE war has brought nearly as great 
changes to Canada’s foreign trade 
as to that of the United States. Canada 
has always been an importing country, 
the imports consisting largely of con- 
struction materials, which were paid for 
out of borrowings and receipts from 
sales of new securities. The cut here- 
with is reproduced from Greenshields & 
Company’s Monthly Review. Their 
comments are in part as follows: 

The net result of the first seven months 
of the year is in excess of exports over im- 
ports of $37,000,000. The significant fact 
about this is the period of the year in 
which this favorable balance was set up. 
Compare it on the chart with the first seven 
months of previous years and note the wide 
a between the dotted line on top and 

e heavy line beneath in former years. 
Last year in these months the excess of 
imports was $95,000,000 and in the same 
months of 1913 it was $193,000,000. 

It is evident then that the best part of 
the picture has yet to be drawn. We esti- 
mated in a recent Review that the -second 
half of this year would add $100,000,000, net, 
to the excess of sales over purchases. 

If these figures are substantiated we shall 
have an excess of credits abroad amount- 
ing to over $137,000,000 for the year, or just 
about enough to provide for all our interest 
charges on foreign capital invested here. 
We shall then for the first time in this era 
be paying our way, independently of new 
borrowings or gold exports. 
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Money and Exchange 





Effect of Foreign Loan—Growing Bank Clearings—Position of Steel Industry 





HE foreign exchange rate now re- 
ceives the attention that was for- 
merly centered on money rates, the 

latter being stationary around very low 
figures. Foreign exchange remains a 
little above $4.70 and it is not generally 
expected by exchange experts that it will 
have any permanent advance above that 
figure as a result of the big Allies’ loan. 
It seems certain that the loan will go 
through in some form but, large as it is 
likely to be, it will not fully balance the 
foreign trade situation. 

Our present and prospective excess of 
exports over imports will entirely over- 
shadow any amount of money that the 
Allies can borrow from American in- 
vestors. The loan will help to relieve 
the foreign exchange situation but it 
certainly cannot restore normal rates for 
any length of time—probably not even 
temporarily. 

A most gratifying development of Sep- 
tember has been the rapid increase in 
bank clearings. Attention has several 
times been called to the fact that clearings 
outside New York had not shown the in- 
crease during the summer that might 
have been expected in view of the ap- 
parent improvement in business. The 
New York clearings have been big, but 
most of the increase there has been due 
to the activity of the stock market and 
therefore cannot fairly be reckoned as 
evidence of general business conditions. 

September, however, brought a great 
change. While the returns are not all in 
yet, it looks as though September clear- 
ings outside of New York would show a 
gain of over 15 per cent. above Sep- 
tember, 1914. This would mean con- 
siderably over $6,000,000,000—or a little 
more than the previous high record for 
the month, made in 1913. 

It is true that even this figure would 
not indicate a complete restoration of 
prosperous conditions, in view of the 
present high range of commodity prices 
and the normal growth of population; 
but the important fact is that the tendency 
is in the right direction, and the rate of 
increase has grown progressively during 


the entire month. For the first ten days 
of September the gain over last year was 
about 10 per cent., but each succeeding 
week has shown a greater increase. 

A considerable part of the increase in 
bank clearings is evidently due to rapid 
improvement in the steel and iron trade. 
August production of pig iron was the 
largest on record for any August and it 
is evident that September will set a new 
high figure for any month in the history 
of the trade. The steel industry is becom- 
ing so busy that some producers are find- 
ing it necessary to turn down orders be- 
cause of inability to fill them. 

The steel industry as a whole is. now 
running nearly at capacity and is 60 to 90 
days behind in deliveries. The mills are 
practically sold out for 1915 production 
and orders are being booked for 1916. 
The railroads are now beginning to come 
into the market for rails. If the present 
business activity continues, the roads will 
have to buy heavily. They have not been 
in the market for equipment on any large 
scale since 1906 and would certainly find 
themselves unable to handle a big general 
business if it should develop, without 
greatly increasing their equipment. In 
rail buying they are not so far behind, as 
the increasing weight of trains and loco- 
motives has compelled them to lay new 
rails on many of their main lines, but 
for the last year or two they have been 
slow in rail renewals, as a result of a 
policy of rigid economy. 

Export business is probably using up 
nearly half of present steel production. 
If, therefore, the railways come into the 
market strongly for rails and equipment 
there is a real possibility of a famine in 
steel which would bring very sharp ad- 
vances in prices beyond the present level. 

A point to be borne in mind is that 
neither the steel industry nor any other 
can now get as large a supply of labor 
from immigration as formerly. During 
the last six months immigration has not 
been more than one-sixth as great as for 
the corresponding months of 1913. This 
means a very considerable reduction in 
the supply of labor. 
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Trading in Bonds 
for Profit 


How the Smaller Movements of the Bond Market Make 
It Possible to Get Handsome Profits 





By HOWARD P. THOMPSON 





IEW persons except those directly 
on the traders’ desk in a bond 
house realize how much money 

can be made in the bond market by buy- 
ing and selling with the small swings of 
the bond market. A great many in- 
vestors have the notion that bonds are 
comparatively stationary. In fact many 
people right in the bond business hardly 


ate from week to week and month to 
month. 

Throughout the bond list there is al- 
ways one great general trend in which 
direction the whole list is swinging, the 
high grade issues going more slowly than 
the semi-investment bonds and these in 
turn moving just a little slower than the 
thoroughly low grade and highly specu- 
lative issues. 








know to what great degree bonds fluctu- 


Number of points change each 


Diagram A 
year in the market movements of Atchison 


General 4s 


1908 1909 §86 1910 


1911 
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sit «19818 


Group of similar bonds 
Northern Pacific General lien 3s. 
Pennsylvania Consolidated 5s. 
Baltimore & Ohio prior 3%s. 


Reading General 4s. 


Union Pacific Ist R. R. Land Grant 4s. 
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As a matter of fact the bond market 
moves just exactly like the stock market. 
It has its long swings, taking several 
years, possibly a decade to complete, its 
intermediate swings lasting possibly two 
years or only one year, and still finer 
movements lasting only a few weeks. 
This can be narrowed down to the move- 
ments of a few days. It is quite possible 
to make profits on the day to day swings 
in bonds exactly as in stocks. 

The more intense motion of the stock 


as three to five. It will be understood 
that these ratios are purely arbitrary but 
they are made as the result of years of 
experience and observation. They are 
useful, too, for the real student of the 
bond market and the progressive in- 
vestor, for they give him a perspective 
of the relative motion he may expect. 

A similar set of ratios can be made 
comparing high grade bonds to medium 
grade bonds and these to the speculative 
and poorer issues. Again this helps the 














market attracts more attention. Seven- trader in bonds to understand just about 
Diagram B 
Number of points change each year in the market movements of Erie Prior 
Lien 4s 


1910 


1908 1909 


1911 





1912 1915 1914 


Group of Similar Bonds 


St. Louis Southwestern Cons. 4s. 

St. Louis, San Francisco ref. 4s. 

Seaboard Air Line ref. 4s. ~ 
Southern Ry. Gen’l & Devel. 4s. 


Chicago, Gt. Western Ist 4s. 





tenths of people actively in the markets 
are in the stock market. The other three- 
tenths move in and out of bonds just a 
little but it is only the real shrewd in- 
vestor who grasps the numberless op- 
portunities of the day to day and week 
to week movements of the bond market. 
High grade stocks move in proportion 
to high grade bonds as one to four; 
medium grade stock to medium grade 
bonds as one to three and highly specula- 
tive stocks to highly speculative bonds 


what to expect when the bond market is 
in motion. 

The person who would do trading may 
well study the bond market. Here you 
can get a good return on your money all 
the time you are working and out of 
bonds. If you are successful you obtain 
the profits that come from fluctuations 
in prices. Of course it is quite nec- 
essary to get the trend first. That is 
comparatively easy to get in bonds by 
following such averages as those pre- 
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pared by several daily papers in the fi- 
nancial centers. 

If you are satisfied with small profits 
the group of high grade issues shown 
under diagram A will be the place to op- 
erate. In this group it will be seen that 
the average profit to be expected in any 
year is comparatively small. Also the 
person operating in this group of bonds 
gets only a small income on the invest- 
ment. The average yield is small on the 
average, less than 5% all the time, be- 


proposition and operate in them. Besides 
this he gets a good income from them 
all; an income between 5% and 6% all 
the time he trades in the bonds. 

Should he miss the moves from which 
profits are intended to be taken he has on 
his hands for another short period a good 
investment returning a good yield and 
one which he can afford to hold for a 
while. These are the bonds which are 
bargains on any good sized decline 
and because of the quick marketability 








Diagram Cc | 


Number of points change each year in the market movements of Iowa Central 
Refunding 5s 


1906 1909 1910 


1911 





1912 i913 «1914 S195 


Group of similar bonds 


Ann Arbor Ist 4s, 1995. 

Chic., Alton Ist lien 3%, 1950. 
Denver & Rio Grande ref. 5, 1955 
Minn & St. Louis Ist & ref. 4, 1949 
Miss., Kan. & Texas gen’l 4%s, 1936. 





cause this class of bonds is the highest 
in the market and is thoroughly seasoned 
and on a definite investment basis. 

To get a little more action you must 
go into the second group shown in dia- 
gram B. These are the semi-investment 
issues which have a reasonable degree 
of safety around them but which are 
subject to the changing fortunes of busi- 
ness in some degree because of the chang- 
ing margin of safety. The degree of 
safety being so high the average man can 
easily afford to take them up as a trading 


are very attractive as a medium of opera- 
tion. 

Because of their semi-investment posi- 
tion they are not tucked away so com- 
pletely into investors’ strong boxes as 
many of them are ever on the threshold 
of the market ready to walk in on the 
first sign of a decline or advance. They 
give enough action in the course of a 
year to make possible handsome profits, 
some of them making two or three 
moves of the dimensions shown. In the 
diagram it is seen that an average move 
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of over 7 points occurred every year 
against an average move of 4 points in 
group A. It is much easier to catch a 
move of seven points than one of four. 

In the third group we get tremen- 
dous movements. Here is an average 
of 13 points over the period given. Of 
course this means that the bonds are a 
highly speculative proposition, but as 
compared to highly speculative stocks 
where the movements are hardly much 
larger one should rather speculate in 
these bonds than in these stocks. There 
is the interest to be had which is very 
large. 

In a well diversified list of such bonds 
the interest is likely to be paid in 
nine cases out of ten. This tenth one 
could be risked for the great profits to be 
gained from the other nine. Income 
would be tremendous, ranging from 7% 
to 9% while the person was trading in 
these bonds and only a moderate success 
in catching the swings would mean a 
considerable increment to capital in a few 
years. 

The movements in these bonds also 
would be much slower than in stocks of 
a proportionate degree of risk so that 
anyone reasonably familiar with the bond 
market could take advantage of from two 
to four turns in almost any year. As- 
suming that two were caught the profits 
would be very large added to the high 
income. 

It will be seen from the foregoing that 
this article is an attempt to show what 
attractive profits can be made in trading 


in bonds. The bond man on the trading 
at the desk in many a bond hoyse does 
it for his house just what the individual 
investor may do for himself. It could be 
developed into a most paying business by 
the man who is willing to set himself to 
studying the various bonds, separating 
them into classes, studying their history 
and operating with a reasonable amount 
of caution. The element of success will 
be very large in most cases where such 
application has been made. 

The advantage of trading in bonds 
over trading in stocks is just this. Jump- 
ing into stocks and out again between 
dividends means that the money em- 
ployed is losing interest while the stocks 
are being held. Unless one happens to 
hold the stock when the books close he 
loses the dividend after possibly having 
held them for several months to a half 
year. On the other hand the holder of a 
bond for only one day gets his interest 
for that day and as has been shown the 
interest return on the bonds mentioned 
ranges from good to very high. The 
element of risk is reduced and the ulti- 
mate profit to be gained by an equally 
successful operation in the bond market 
under the conditions set forth is far su- 
perior to that to be gained in the stock 
market. If one is trading in low grade 
bonds the worst that can happen in most 
cases is to have on your hands a very 
speculative bond. Eight chances out of 
ten all such bonds held will continue to 
pay their interest until a time when the 
chances of trading out are good again. 
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FOREIGN EXCHANGE 
FOREIGN EXCHANGE means the buying and selling of the money of other coun- 
tries, and is handled in the same way as the buying and selling of most other things. 
If there is a strong demand for foreign money its price goes up and that of the 
local money goes down, and if there is a great supply of foreign money coming to 
be sold, the movement is the other way.—Hartley Withers. 
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Selecting A Municipal Bond 


How Yield Varies with Population and Location of 
the Communities—A Few Examples 





By WM. RUTGER BRITTON 





T is singular how few banks and trust 
companies and private investors 
realize the innumerable favorable 

_—— to secure sound market- 
able municipal bonds yielding com- 
paratively large returns. Lately some 
of the largest trust companies and in- 
surance companies in the United States 
have, after very careful consideration 
and investigation, begun to buy munic- 
ipal bonds in large volume. For in- 
stance, the National Life Insurance 
Co., of Montpelier, Vermont, has pur- 
chased more than $89,000,000 of farm 
mortgages and municipal bonds dur- 
ing the past eleven years without any 
loss. This is an enviable record—almost 
unprecedented. Defaults in steam railroad 
bonds have been numerous and bank- 
ers and insurance officials, together with 
an increasing number of private invest- 
ors, are beginning to appreciate the real 
safety and marketability of municipal is- 
sues. The comparatively large return 
obtainable on municipal bonds, consider- 
ing their impregnable safety, is now 
more widely appreciated. 

In New England municipal bonds 
sell at comparatively high prices. For 
instance, Boston bonds, which are tax 
exempt in Massachusetts, sell at prices 
to yield about 3.85 per cent. Portland 
bonds which are tax exempt in Maine 
sell at prices to yield approximately 4 

rcent. Some ea er cent. New Haven 

mds were seseuiie purchased by an 
estate to yield about 4.20 per cent. 
Rarely can more than a 4.50 per cent. 
return be secured on New England 
municipals. 

Although New York City’s govern- 
ment is much criticised, the municipal- 
ity’s bonds are a premier investment. 
They are instantly marketable and 
transactions in them occur daily. The 
long term bonds yield about 4.40 per 
cent., whereas Philadelphia and Boston 
bonds yield nearer 4 per cent. Mayor 
Mitchel, realizing that economies must 


be instituted, has issued orders to 
economize and that this year’s budget 
must not exceed last year’s. The 
voters of Greater New York are tak- 
ing a keener interest in its affairs and 
many factors are working towards a 
reduction in the operating expenses of 
the Metropolis. Compared with the 
bonds of other great American cities, 
the obligations of New York appear 
very cheap. The notable growth of 
New York has caused the sale of enor- 
mous amounts of bonds, thus flooding 
the market, but this furnishes an oppor- 
tunity to the investing public. 

New York State bonds sell at prices 
to yield about 4 per cent. The new 
State constitution adopted by the Con- 
stitutional Convention permits the sale 
of serial bonds. This method of pro- 
viding for the extinguishment of a 
bond issue is scientific and not waste- 
ful. This modern idea is being adopted 
quite widely and should enhance the 
credit of American municipal bonds. 

Ohio municipal bonds are highly re- 
garded by municipal experts. Cleve- 
land bonds yield about 4.30 per cent. 
and likewise Toledo. Sometimes 5 per 
cent. is obtainable on the bonds of 
small Ohio communities. 

But in the South and West investors 
can obtain comparatively large yields. 
For instance, New Orleans 5 per cent. 
bonds, which are general obligations 
of the city, are obtainable to yield 
about 4.90 per cent. New Orleans has 
a perfect financial record, never hav- 
ing defaulted even when the Union 
soldiers occupied the city. Some peo- 
ple speak slightingly of the credit of 
the South, but investigation reveals 
many instances of unimpaired credit 
for generations. New Orleans has a 
population of 400,000 people and the 
opportunity of loaning money to them 
at a net return of 4.90 per cent. appears 
almost unbelievable. 

Texas also affords many investment 
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opportunities. Port Arthur 5 per cent. 
bonds yield 5 per cent. and this means 
loaning money collectively to 12,000 
people with everything they own 
pledged to secure the loan. Beaumont 
bonds yield about 4.75 per cent., as do 
El Paso securities. Many well secured 
—— district bonds in Texas yield 

s per cent. to 6 per cent. One very 
well known man in New York City has 
the greater part of his fortune invested 
in drainage bonds. 

Speaking of El Paso bonds suggests 
a very conservative method of specu- 
lating in the city’s obligations. It is 
growing very rapidly and the popula- 
tion is now about 39,000. Should the 
same ratio of growth during the past 
twenty years be maintained, then El 
Paso bonds should automatically be- 
come legal investments for New York 
savings banks. El Paso bonds now 
yield about 4.75 per cent., and based on 
the present level of bond prices should 
advance to a price that reduces the 
yield to 4.40 per cent. in 1920. This is 
contingent on the population reaching 
45,000, and other conditions being met 
in 1920. 

Southern municipal bonds also pre- 
sent investment opportunities for dis- 
criminating investors. Jacksonville 
bonds yield 4.50 and the obligations of 
Tallahassee, the capital of the State, 
yield about 5 per cent: Good long- 
term Florida county bonds like St. 
Lucie County yield 6 per cent. and they 
have good records for prompt pay- 
ment of all municipal obligations. 
Sevier County, Tennessee, bonds yield 
2) per cent. 

On the bonds of small municipalities 
in Texas, Arkansas and Oklahoma 5 
per cent. ‘and over is easily obtainable. 

On the Pacific Coast, the bonds of 
San Francisco yield about 4.60 per cent. 
and those of Seattle about 4.50 per 
cent. Portland bonds yield about 4.60 


per cent., while those of small com- 
munities like South Pasadena yield about 
5 per cent. 

San Diego bonds yield about 4.75 per 
cent. and-some judges regard them as 
the cheapest Pacific Coast municipal 
bonds. The reason is that the popula- 
tion is now about 80,000, so in 1920 
San Diego bonds should become legal 
investments for New York savings 
banks. Then the bonds should advance 
in price. 

This advantage of buying the bonds 
of cities whose obligations will become 
legal investments for savings banks in 
New York State is based on compara- 
tive prices of bonds of American cities. 
No one knows what will be the prices 
of municipal bonds in 1920 when the 
next census is taken, but if prices are 
then higher than now, bonds of cities 
like El Paso and San Diego should 
greatly increase in price. But if prices 
then are lower, El Paso and San Diego 
bonds should decline less than those of 
most cities with present population in 
excess of 45,000, and perhaps not at all. 

Fifteen years ago the writer was 
traveling throughout New York State 
selling Kansas City, Kansas, 6 per cent. 
bonds on a 5 per cent. basis and owing 
to the growth of the city and its improved 
credit, the obligations of this community 
now sell at prices to yield 4.50 per cent. 
They have become legal for New York 
State savings banks. 

At present the street railway and 
electric lighting system of Kansas City 
is operated by receivers, and so are the 
St. Louis & San Francisco and the Mis- 
souri Pacific Railroad systems, which 
serve Kansas City. But the obligations 
of Kansas City, Kansas, and Kansas 
City, Missouri, are always paid 
promptly. By careful and judicious se- 
lection the invester may secure in the 
municipal bond safety, yield and advance 
of biota 
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Industrial Bonds 


Why Bonds 


Based Upon Natural Resources 


Form 


Desirable Investments— Different Sorts in the Market 
—A Caution for: Investors 





By T. S. McGrath, Author of “Timber Bonds,” Etc. 





HAT are the industrial bonds that 
rest directly on natural re- 
sources? What are some of the 

natural resources which furnish firm 
foundations for safe securities? 

In the broadest sense, all corporation 
bonds issued in this country, no matter 
what the nature of the company emitting 
them, depend ultimately on the prosper- 
ity of our natural resources for their 
revenues. 

It is a sign of strength in a railroad 
bond to have the mortgage close to the 
rails and the lien an underlying one. It 
should be a strong bond that rests di- 
rectly on the resources that, in raw and 
finished forms, furnish the railroads 
with their revenues. 


Some Natural Resources 


While it is not the intention to touch 
on all the natural products that should 
be considered by the investing public— 
nor would there be space in this article 
for such detail—it is interesting to note 
some of them, such as, coal, iron, lime, 
cement, petroleum, paper, timber, phos- 
phate, copper, gold, silver lead, zinc, salt, 
sulphur, sugar, rubber, asphalt and many 
others. 

Coal Securities 

It is frequently possible for the inves- 
tor to participate in the profits of coal 
companies and, where the bonds and 
stocks of such companies are carefully 
selected, they offer an attractive field to 
the person who can give some attention 
to the care of his investments and who 
desires a good return on his money. 

Coal is the base of many of our in- 
dustries. The Gas Business, often con- 
sidered our most attractive public utility, 
is dependent on coal, except in the few 
places that rely on natural gas and petro- 
leum. Gas is being consumed more each 


year for cooking, lighting and heating, 
and more coal is being constantly con- 
verted into gas and the resulting by- 
products. 

Electricity is largely made from coal, 
even where hydro-electricity is the chief 
source of supply it is nearly always nec- 
essary to have auxiliary coal plants for 
insurance against accidents. More coal 
in the form of electricity is being sold 
every year. 


Coke and Other Uses 


Coke for cooking, heating, smelting 
and for foundry practice is made from 
coal and most of the iron now produced 
is smelted with coke, and practically all 
of the iron used in foundries is melted 
with coke. This latter use for coal is 
extending steadily. Then there are the 
other products of coal, such as tar and 
various chemicals. 

The uses of coal are being broadened 
through better methods of combustion 
and distribution and it is only a question 
of time, according to many authorities, 
until great central plants will be built at 
the mines and the coal transported to the 
consumer in the shape of gas, electricity 
and other finished products. _ 

Mines that are properly located for 
such purposes and that can be utilized as 
central plants will be exceedingly good 
properties in which to own an interest, 
either in the form of stocks or bonds. 
Coal that is not now adaptable for burn- 
ing in locomotives will later be brought 
into use for that purpose through the 
improvements in fire boxes and the great 
skill developed in the construction of the 
railway locomotive. 


Future Possibilities 
Improvements in mining methods and 


coking systems, the extension of rail- 
ways, the perfection of test drilling for 
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ascertaining what lies under the ground, 
the opening of new markets for fuel, and 
the rapid increase in the demand for this 
fuel through the growth of the country 
and the extension of transportation and 
industrial pursuits, make the ownership 
of good coal securities a desirable thing. 
Where care and judgment are excercised 
in selecting these securities the buyer can 
get an excellent return on his invest- 
ment, combined with safety and a sure 
increase in value as time goes on. 
Methods and Markets 


Coal securities based on properties 
which contain good bituminous, coking 
coal near transportation and a fair mar- 
ket should prove a good source of rev- 
enue and should increase in value. It is, 
however, necessary to be very careful 
when considering the securities of com- 
panies operating in a broken or faulty 
field, or in a field where the coal does 
not coke or where the coal is lignite or 
semi-lignite. The nature of the market 
is important. A company that does a big 
business supplying railways with fuel, 
gas companies and electric companies 
with their raw material, is a desirable 
one and its securities to be bought in 
preference to those of a company doing 
most of its business with dealers in car 
lots. 

The cost of mining should be com- 
pared with those of other companies in 
the same field and the conditions of the 
works underground inquired into. It is 
easy to ascertain whether they are an- 
tiquated or modern. To be successful, 
a mining company must operate on the 
most approved plans both above and be- 
low the surface. It is much simpler to 
learn all about a coal mining operation 
than the average manufacturing busi- 
ness, as there is nothing complicated in 
the process, and the costs incurred in 
the various departments are well known 
and can be carefully checked from time 
to time. It is possible to purchase the 
stocks and bonds of coal companies that 
have been in continuous operation for 
long terms of years on a much better 
basis than railroad bonds can be bought. 


Iron Securities 
Iron enters freely into a large part of 


the enterprises of this country. It is so 
widely used that the amount of its pro- 
duction is one of the common methods 
of reading the condition of general busi- 
ness. When the production of iron is 
large, it is safe to assume that the gen- 
eral business of the country is brisk; 
when the production of iron is small, 
general business is usually dull or disar- 
ranged. 

For this reason, it is simple to follow 
the conditions of the iron and allied 
trades, and the investor in securities of 
iron companies and the companies that 
make products of iron, such as cast iron 
and steel of all shapes and for all uses, 
can easily follow the conditions of the 
business and keep well posted on the 
facts that affect his investment. 


The Iron Ore 


Iron ore is the original investment in 
this line and the investor may purchase 
the securities of companies owning the 
lands containing the ore, or the securi- 
ties of the operating companies that mine 
the ore and sell and ship it to the blast 
furnaces. Either of these industries is 
sound and safe, and when selected with 
good judgment will pay handsome 
profits and increase in value. Whether 
to buy iron land securities or iron mining 
company securities is a matter of indi- 
vidual choice and largely depends on the 
temperament of the person. Both are 
safe avenues of investment. 


Blast Furnace Business 


Blast furnace companies melt the iron 
ore into pig iron, which is sold to foun- 
dry companies, which, in turn, melt it in 
cupolas to make all kinds of iron for 
building, machine making and other 
uses. Steel companies buy or make iron 
and convert it into steel for rails, shapes, 
plates and other purposes. The securi- 
ties of blast furnace and iron making 
companies are good investments when 
the methods are modern and the man- 
agement sound. The location of the fur- 
naces is important. A large amount of 
coke is used as fuel and of lime as flux 
in smelting iron. The proximity and 
price of these commodities is all- 
important. 
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Companies 

steel companies are 
There are many com- 
panies working in steel less widely 
known than the great companies with 
listed stocks, that offer sound investment 
opportunities and excellent chances for 
enhancement in value of the investment. 

The steady increase in the consump- 
tion of steel for all purposes is one of 
the marvels of the age, and this con- 
sumption is likely to go forward for a 
long time. Steel, either alone or in con- 
junction with concrete or wood, is rap- 
idly reaching out for the control of con- 
struction. The steel car, the steel bridge, 
the steel ship, the steel building is now 
the usual thing and steel furniture and 
filing cases are rapidly displacing the 
others. 

The future of steel is full of great 
possibilities. Its consumption for build- 
ing purposes in large towns and cities 
will constantly increase. The nature of 
the material permits its fabrication away 
from the point of erection; thus, allow- 
ing buildings to be rapidly put up, and 
causing little obstruction of traffic and 
slight injury to the property bordering 
on the new building. There is less dan- 
ger to workers and pedestrians than in 
the erection of other classes of buildings. 
Steel for rails, cars, locomotives and 
other purposes grows rapidly in con- 
sumption every year. From any angle 
of observation, steel securities are at- 
tractive when carefully selected. 


Iron Foundries 


Investments in iron foundries and ma- 
chine shops have proved profitable over 
a long period of years in the United 
States and other countries. The raw ma- 
terials of the foundry are chiefly pig iron 
and coke, which are manufactured into 
all kinds of finished forms. The main 
method of manufacture in the foundry 
is to melt the iron in a cupola with coke 
as fuel and to pour the molten metal into 
molds of the form of the finished article. 
When cooled and hardened, the castings 
are machined and otherwise finished and 
made ready for shipment. It is fairly 
simple to familiarize one’s self with this 
, business to a point where it can be in- 


Steel 


Securities of 
largely dealt in. 


telligently watched. The returns on in- 
vestments in this field are large and reg- 
ular, as it feeds a staple demand and 
caters to a consumption that will grow 
greatly in future years. 


Phosphate Lands 


The ground gives forth riches in many 
forms and of these phosphate is one of 
the most useful. It is rapidly replacing 
many of the old fertilizers and making 
land productive that heretofore could 
not be worked at a profit. Phosphate is 
found in different phases, possibly the 
best known being the pebble phosphates 
and the blue and brown rock phosphate. 
It is used in its original state after a sim- 
ple process of crushing or grinding, or, 
it is manufactured into more finished 
form through mixture with chemicals. 


Fertilizer Forms 

Used either as a top dressing for the 
land or applied more thoroughly, it acts 
rapidly as an enricher of the soil and as 
an increaser of the crops that grow 
thereon. As our land is more intensely 
farmed and our cultivation becomes 
more close and exhaustive, we must use 
larger and larger quantities of fertilizers. 
The demand for this material will be- 
come heavier every season and improved 
methods of mining and manufacture 
will reduce the costs and augment the 
profits. It is a comparatively simple 
process of engineering to test the quan- 
tity and quality of phosphate in any 
given section, and thus most of the dan- 
ger of loss through spending money on 
poor deposits can be eliminated. The 
entire business from the prodtiction of 
raw material to the final disposition of 
the prepared commodity is subject to 
very careful checking and, consequently, 
made attractive to the investor. 

Phosphate Securities 

The securities of companies engaged 
in the phosphate business may be pur- 
chased at an attractive price and their 
future is certain when the companies are 
well managed and the properties care- 
fully selected. As a class, phosphate se- 
curities are not very well known, for the 
investing public has not been much en- 
lightened as to their nature, but their 
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value and possibilities are large and 
constant. They will generously repay 
the expenditure of time required to gain 
a complete knowledge of them. 


Paper Pulp 


Paper is an article of universal use. 
The paper on which this article is print- 
ed is made from wood. Converting wood 
into paper pulp and into finished paper 
of all grades is a very extensive business 
and rests on a firm foundation. The 
modern plant is often located where the 
company can get water with enough 
head to produce hydro-electricity for 
power purposes. Thus, the sale of elec- 
tricity for power and lighting is often a 
by-product of the best managed paper 
mills. 


Paper Making 


While the making of paper is reduced 
to a science by the best manufacturers, 
it is an operation free from processes 
beyond the understanding of the average 
investor. It is not difficult to get a work- 
ing knowledge of the paper making busi- 
ness and follow it from -the cutting of the 
tree to the turning out of paper in its 
most complicated forms, 


Location and Market 


It is necessary to be~-particular as to 
the location of the mills and the source 
of their raw supply. The market they 
serve and the grades of paper they make 
should be investigated. It is simple to 
check the cost of manufacture and ar- 
rive at a safe conclusion as to the future 
of the company under investigation. 
With mills well located as to raw ma- 
terial, power, markets, transportation, 
and in the hands of honest and capable 
management, the investor in the securi- 
ties of paper companies can earn a good 


return on his money and be in a position 
to get an advance in the value of these 
securities as the properties improve. 


Wealth in Nature 

Coal, iron, paper, phosphate and other 
natural products are amongst the great- 
est sources of wealth of our rich men. 
A moment’s thought would bring to 
mind the names of well-known men who 
have reaped their riches by investing in 
natural resources. 

When we mention steel and iron, cer- 
tain great names occur to us in connec- 
tion with these industries. When oil is 
spoken of other names of power and po- 
sition are instantly thought of. When 
coal and coke are the subjects of conver- 
sation it is natural to reflect on the for- 
tunes made in connection with and 
through these industries, and the timber 
and paper industries have a long line of 
men who have grown very rich through 
them. Owing to the fact that the most 
wonderful opportunities still remain in 
all of them, when care, good judgment 
and ability are used in their selection, it 
is difficult to single out one that offers 
greater opportunities than another. 


Dangers and Difficulties 

The very richness of the results to be 
derived from operating in natural re- 
sources has brought a shoal of human 
sharks into this field. They imitate the 
operations of the high class bankers and 
investment houses, but place worthless 
properties behind their operations. They 
promote their own, or their associates’ 
prospects and sell securities to the un- 
wary. It is necessary to guard against 
these people and to confine your invest- 
ing in natural resources through one of 
the good and reliable houses that handle 
such properties. 








Bond Inquiries 





Michigan Railway 6s 
B. M. C.—Michigan Railway first lien 6’s, 
while not ranging with the highest grade bonds, 
are nevertheless among the first of what might 
be called the second class. That is to say, they 
are well secured and ought to be able to con- 
tinue to pay their interest until maturity. As 


the United Public Service first 6’s are an issue 
of a company which has been operated less 
than a year, and has issued no earnings state- 
ment, we do not feel justified in expressing an 
opinion on this security. That does not mean 
that we do not think well of it, but for a 
conservative investor a bond with an earnings 
record behind it is preferable. 











—— —— 
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Seaboard 5s 


C. G. P—Seaboard’s 5’s are subject to the 
refunding 4’s of 1959 and to the total amount 
of liens prior thereto. They are a lien on the 
same mileage about 3,021 miles of road covered 
by the refunding 4's, and also of the other 
equities covered by that issue. The interest is 
cumulative from November, 1909, and not to 
exceed 5%. 

This. is a semi-speculative bond, with prob- 
ably an assured future. Continued improve- 
ment in the earning capacity of the road will 
place them upon a sounder investment basis. 





N. Y. Cent. Convertible 6s 
H. D. K.—New ‘York Central convertible 
6% debentures 1935 are convertible into 
stock between May 1, 1917, and May 1, 1925. 


If the bonds are called for redemption, they 
may be converted 30 days prior to the date 
mentioned in the call. 

We think that the railroads wil! come into 
their own again in due time, and that the con- 
vertible privilege on these bonds is likely to 
be of conisderable value. 


Hundred Dollar Bonds 


G. H. C—We regard Am. Tel. & Tel. conv. 
4%s 1933 as a desirable and a safe public 
utility investment. 

Other bonds of this class which we suggest 
are: 

Missouri Southeastern Utilities, first mort- 
gage, 6’s 1930 Ohio & Western Utilities, first 
mortgage, 5’s, 1929 Rochester & Indiana Elec- 
=, Light, Heat & Power, first mortgage, 6's, 











Practical Talks to Investors 
XXII—Prices and Values Are Not Always Equal 





NE OF THE GREATEST mistakes 
among persons with a little money 
to invest is to regard a security 

selling at a low price as cheap. These 
people, in flocks, write to the inquiry 
columns of the newspapers, magazines 
and investment houses asking if this or 
that security would not be a good pur- 
chase because it is cheap—as they think. 

They forget altogether that in securi- 
ties, like in clothes or food or machinery, 
the low priced article is not always 
the cheap article. They forget that the 
value of the thing is not always repre- 
sented by the current selling price. 

In food, clothes or machinery this dif- 
ference between price and real value is 
not so great because the average person 
is somewhat of a judge of a suit of 
clothes, can tell a poor piece of machin- 
ery or knows with little experiment what 
is bad food, but in securities it is en- 
= different. 

ea person is in no position 
to judge of the relative value of the dif- 
ferent securities and is lured by the low 
prices. He generally uses the word 
“cheap,” but as in machinery, for in- 
stance, the lowest priced is usually the 
most expensive in the end. 

If you buy a rattle-trap automobile it 
will be forever in the shop and the ex- 
pense of keeping it going will be a 


large one. If you buy a security 
because it is selling at a few dollars per 
share and relatively low compared with 
others, you will likely get one that is on 
the verge of receivership or one in which 
there is absolutely no hope of dividend, 
or one that on the first blast of a depres- 
sion will have a tremendous fall. 

There is no more deceptive thing than 
the relation between price of some securi- 
ties and their value. Why they sell at 
more than wrapping cost is a mystery. 
The only way to account for it is the 
speculative activity that is injected into 
them when the market is active. Persons 
buy a security and then some more per- 
sons buy just a little higher and then 
some others help the price along in hopes 
that still more persons will buy at the ad- 
vanced price, and so the chain lengthens 
until those at the end find themselves 
“landed” with the poor goods and have 
an everlasting wait until the whole proc- 
ess is gone over again that they may “get 
out.” In the meantime they may be car- 
rying the security for several years, losing 
a fat interest return all the time. 

No—the low priced thing is not cheap. 
The cheap things are few things that are 
selling below their real value, which fact 
has not been discovered by the great ma- 
jority. Think about this before buying 
securities. 
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Tennessee 
Railway Light & Power Company 


Reason for Present Prices of Securities—Policy of Com- 
pany Commended—Improvement Already Showing— 


Potential Possibilities. 








By PAUL CLAY 


MONG THE PUBLIC UTILITY 
holding companies which treat 
the investor with frank fairness, 

but few are more frank and fair than 
the Tennessee Railway, Light and 
Power Company. It is rather gener- 
ally believed that frankness is an evi- 
dence that a concern has nothing it 
might desire to conceal, and vice versa. 
But this idea has no large element of 
truth in it. A great many public utility 
companies which have nothing to con- 
ceal go right on treating the investor 
as if he had no right to know simply 
because they have not awakened to the 
value of corporation publicity; but this 
new company is most frank in its state- 
ments. The company is admittedly in the 
prospective stages of development, and 


the management evidently has such con- 
fidence in its future as to fear nothing 
from publicity. 

The company is a holding concern 
controlling through stock ownership of 
three principal subsidiaries which are: 
The Chattanooga Railway and Light 
Co., the Nashville Railway and Light 
Co. and the Tennessee Power Co. The 
Chattanooga Railway and Light Co. is 
a street railway concern, operating the 
equivalent of a little more than 73 miles 
of single track. - It also sells light and 
power, and these sales in 1914 amount- 
ed to 12,567,439 kilowatt hours. Of its 
gross income a little more than half is 
derived from the street railway traffic, 
which probably amoants by this time 
to almost 14,090,000 revenue passengers 
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per annum. Of its net earnings proba- 
bly just half is derived from light and 
power, and the other half from street 
railway business. 

Next in immediate importance is the 
Nashville Railway and Light Co., which 
has been in successful operation since 
1903. It operates the equivalent of 
97 miles of track, and also does all the 
commercial lighting and power busi- 
ness in Nashville. Probably about 
35 per cent. of its gross income and 
almost 40 per cent. of its net income is 
derived from light and power. For ten 
years the company has published thor- 
oughly intelligible reports, showing the 
amount of passenger traffic, income 
and expenses, car mileage, kilowatt 
hours sold, and the number of light 
and power customers. The capacity of 
its main power plant is 11,350 kilowatts, 
and of its three sub-stations about 
16,400. Its tracks are laid with 
70 to 100 pound rails, and these are 
fairly heavy rails for small cities. 

Third in rank as an immediate earner 
is the Tennessee Power Co. Its gross 
earnings for 1914 were $700,372, as 
compared with $2,240,308 for the Nash- 
ville Railway and Light Co., and 
$1,085,096 for the Chattanooga concern. 
Contracts recently closed will result 
in large increase of earnings. This 
power company owns water power 
plants with a present capacity of 
47,000 horse power, and _ undevel- 
oped power sites with an estimated ul- 
timate capacity of 113,000 horse power, 
so that the total capacity when the 
properties are fully developed, is placed 
at 160,000 horse power. The power 
plants are owned in fee and the trans- 
mission lines run over private rights of 
way, so that there are no franchise dif- 
ficulties to contend with. 

Now the parent concern owns prac- 
tically all the capital stocks of all three 
of these companies with the exception 
of the preferred issue of the Nashville 
Railway, Light and Power Co. This 
issue consists of 25,000 shares of which 
the parent concern recently owned only 
3,353 shares. 

The securities of the parent compan 
were floated in the summer of 1912. 
For $1,000 the investor received $1,000 


par value of the 5 per cent. bonds of the 
Tennessee Power Co., and $500 par 
value of the 6 per cent. cumulative pre- 
ferred stock of the Tennessee Railway, 
Light and Power Co., and also $1,000 
par value of the common stock. There- 
fore, practically speaking, the investor 
paid par for the 5 per cent. bonds of 
this subsidiary, and 50 for the preferred 
stock of the parent company, and re- 
ceived the common stock as a bonus. 
This is not a literal statement, however, 
as all these securities were received en 
masse, and one could not say precisely 
what was paid for any one of them. In 
August, 1912, some of the Tennessee 
Power 5s were offered by bankers on a 
5.90 basis. Recently they have been 
selling around 75, while the preferred 
was quoted at 20 to 25, and the com- 
mon at 5 to 6%. 

There has been much which the man- 
agement could not have foreseen to 
bring about these declines in prices. 
The depression of business in 1914 se- 
riously affected Chattanooga and Nash- 
ville, and the severe drought much in- 
creased the operating expenses of the 
Power Co. The stream flow in the Ten- 
nessee and Ocoll rivers was less in 1914 
than in any year for 20 years. 
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Weather Bureau records show that 
from March 1 to September 28, 1914, the 
rainfall in Chattanooga was only 78 per 
cent. of normal. Although further up the 
Valley it was 96 per cent. of normal. On 
the other hand the business depression 
was unquestionably real and the street 
railway lines suffered from jitney compe- 
tition. Early in the present year it was 
estimated that about fifty jitneys were 
in operation in Nashville. Their earn- 
ings were estimated at 150 to 175 dol- 
lars per day, and this meant a pretty 
large loss to a street railway operating 
in a city of only a little more than 
110,000 population. No jitneys operated 
in 1914 and practically none in Chat- 
tanooga at any time. 

However, the jitney problem seems 
to have been solved, at least in part, for 
the State of Tennessee has enacted a 
law requiring drivers to pass an exami- 
nation and to give an indemnity bond 
of $5,000. Indeed, it was reported early 
this year that in Chattanooga with its 
population of about 44,600 there were 
only two or three jitneys in operation. 
In short, the drought explanation does 
not seem to deserve much weight, and 
the jitney explanation is not entirely 
convincing as regards the Chattanooga 
Railway and Light Co. Probably the 
pith of the matter is that the business 
depression accounts for most of the 
loss in street railway traffic in Chatta- 
nooga; that jitneys and business de- 
pression combined caused the trouble 
in Nashville; and that the high op- 
erating expenses of the Tennessee 
Power Co. were due to the difficulty, 
or one might say, impossibility of or- 
ganizing a large working force and de- 
veloping it in a minute to a high state 
of efficiency. This power company 
practically sprang into existence in 
1914, for its sales for the year were 
more than 119,600,000 kilowatt hours 
as compared with less than 27,200,000 
the previous year. 

In any case, there are good reasons 
for hoping and believing that 1915 or 
1916 will show better results. It is 
true that the gross and net earnings of 
the Chattanooga Railway and Light 
Co. not only for the year ended July, 
but also for the month of July, showed 


decreases. Perhaps they may continue 
this showing somewhat longer, but the 
business depresssion in Tennessee is 
drawing to a close. There is a larger 
demand for lumber, which is one of the 
big industries of the State, and better 
earnings may be looked for. For the 
year ended with July the Nashville 
Railway and Light Co. showed gross 
earnings of $2,163,788, against $2,247,- 
867 the previous year. For July itself, 
the gross earnings were $166,927, against 


$184,081 the previous year, and net, 
$57,080 against $73,279 for July, 
1914. 


Aside from agriculture the biggest sin- 
gle industry of the State is lumber, the 
value of the yearly output being in the 
neighborhood of $21,000,000. The de- 
mand for lumber responds roughly to 
building operations and manufacturing 
activity, and both are now showing im 
provement. For the month of August 
building operations in the United 
States showed a gain of 13.7 per cent., 
as compared with a loss of 10 per cent. 
for the six months ended with June. 
If building operations keep on expand- 
ing, and if manufacturing activity, es- 
pecially in furniture and other lines 
which consuming large amounts of hard- 
wood lumber, keeps on growing, the 
earnings of these Tennessee companies 
should soon improve. 

Certain it is that the future of the 
holding company and its subsidiaries 
will lie in its light and power business 
rather than its street railway traffic. 
In 1914, for example, the output of 
power for the Chattanooga subsidiary 
was 12,567,439 kilowatt hours, against 
11,723,152 the previous year, whereas 
the street railway traffic showed a large 
decrease. With the Nashville subsid- 
iary the number of light and power 
customers increased from 10,802 to 
12,332 and the output in kilowatt hours 
made only a very slight decline, where- 
as the street railway traffic materially 
decreased. The almost sensational in- 
crease in the output of the Tennessee 
Power Co. has already been observed. 

As to the future market for light and 
power, the field served by this system 
of companies is promising. Manufac- 
turing industries in Tennessee have 
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been showing somewhat less than av- 
erage growth, but this does not greatly 
restrict the possible growth in the gen- 
eral consumption of light and power. 
Indeed, Tennessee shows more than 
average growth in this consumption. 
From 1907 to 1912 the output of all 
electric light and power stations in the 
State increased from 34,847,956 kilowatt 
hours to 75,544,893, while the gain 
in the United States as a whole was 
from 5,862,276,737 to 11,502,963,006. 
Thus the Tennessee output more than 
doubled, while the United States 
output less than doubled. As to power 
producing capacity, Tennessee enjoys a 
still greater advantage. Its total in- 
stalled horse power rose during this 
period from 28,730 to 68,994, while that 
of the United States rose only from 
4,098,188 horse power to 7,528,648. We 


be qualified when applied to any indi- 
vidual company. However, the figures, 
although mere approximates, serve the 
purpose of disclosing the probable po- 
sition of the company. They indicate 
that the assets available for the parent 
concern aggregate about $6,727,430. 
In this estimate the preferred stock of 
the Nashville Railway and Light is fig- 
ured at a valuation of 60, and the 
21,647 shares owned by the public are 
deducted from total assets in calculat- 
ing the assets available for the parent 
or holding company—it being remem- 
bered that all these companies are con- 
trolled by stock ownership, and have 
bonds outstanding in the hands of in- 
vestors. Deducting the $2,500,000 6 
per cent. collateral notes of the parent 
concern, about $4,227,400 is estimated as 
the intrinsic value of the capital stock. 





———— — — —__________ = SS 


Company 


Chattanooga Railway & Light... -............. 
Nashville Railway & Light..................+: 
Temmossse Power Co... .cccscccccscccccccccece 


Assets Available for Holding Company 


Total Bonds and For Holding 
Est. Assets Obligations Company 
$7,344,550 $6,212,000 $1,132,550 
13,239,600 10,992,820 2,246,780 
10,848,100 7,500,000 3,348,100 








may, then, be pretty sure that there is 
a large field for expansion, and that 
sales of light and power should ulti- 
mately place the Tennessee Railway, 
Light and Power Co. and its subsid- 
iaries in a much stronger position. 

It is unfair to judge a development 
proposition by its present performance, 
but it is distinctly fair to examine earn- 
ings and assets with a view to learning 
what stage of development a company 
has reached. This company is still in 
its youth. If it had to depend upon the 
future of street railway traffic, there 
would be little or nothing to recom- 
mend its stocks; but the future of its 
light and power business, and especially 
of that of the Tennessee Power Co., 
looks promising. Using. census figures 
and other general averages as a basis, 
the assets available for the holding com- 
pany are estimated as abeve. 

There is, of course, no pretence of 
accuracy about the estimates of assets, 
since they are based merely upon gen- 
eral averages, which naturally have to 
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This should mean prices of about 7 
for the common, and 27% for the pre- 
ferred after allowing par for the bonds; 
and doubtless the reasons why the se- 
curities do not sell around these prices 
are to be found in the lack of working 
capital. The balance sheets indicate 
that the two subsidiary light and power 

“ companies on December 31 had current 
liabilities of about $1,734,898 against 


current assets of only about $943,158,, 


thus pointing to net floating indebtedness 
of $791,740. The parent concern showed 
among the bills receivable $2,930,519 and 
net working assets at book valuations 
of $415,665, but as there were included 
amounts due from the subsidiary com- 
panies, and as the subsidiaries have no 
net current assets with which to pay, the 
parent concern has no genuine working 
capital, even though the accounts are 
doubtless perfectly correct. 
Presumably much of this $2,930,519 
due from the subsidiaries to the parent 


concern represents plant expenditures, 
which can later on properly be capi- 
talized. After it has been capitalized 
and after earnings have so improved as 
to pay not only the interest on the new 
capital, but also dividends on the par- 
ent company’s stocks the situation will 
be entirely different. Such a develop- 
ment might take place within a couple 
of years or even less, depending much 
upon the condition of general business, 
and the market for public utility bonds 
and notes. The balance sheets would 
seem to indicate that the company is 
in need of about $4,000,000 of addi- 
tional permanent capital, in order to 
finish its construction and improve- 
ment work, retire the $2,500,000 extend- 
ed notes, and provide itself with needed 
working capital. In a long range view, 
nevertheless, there are distinct possibili- 
ties in the stocks and bonds of the Ten- 
nessee Railway, Light & Power Co. at 
present prices. 








Notes on Public Utilities 


American Gas & Electric—DECLARED 
regular quarterly dividend of 2% on com- 
mon and 1%% on preferred. 


American Light & Traction—EARN- 
INGS for August expected to exceed those 
of August, 1914, by at least $88,000, which 
make first eight months of 1915 show gain 
of $471,000 in amount available for divi- 
dends compared with year ago. On this 


basis full year would show 25% on common. - 


Baltimore Con. Gas & Electric.—RE- 
PORT for year ended June 30 shows in- 
crease of $338,506, or 6.1% in gross, and 
gain of $145,744, or 4.8%, in net. Because 
of increase in dividend rate from 5% to 6%, 
disbursements totaled $1,065,000, against 
$891,500 in previous year. Matter of stand- 
ard gas and electric rates has been satisfac- 
torily settled with Public Service Commis- 
sion and one standard gas rate of 75 cents 
goes into effect January 1 next. Authorized 
issue of $15,000,000 Gas & Electric bonds 
has been exhausted so mortgage is now 
closed with $10,200,000 in the hands of pub- 
lic, $4,406,000 deposited under indenture of 
debenture stock and $394,000 in treasury 

. available for corporate purposes. 


Cities Service—YEAR ENDED August 
31 showed 12.27% earned on common stock. 


Detroit Edison—GROSS earnings for 





July totaled $547,000, an increase of 171%4% 
over July, 1914. Gross for seven months 
ended July totaled $4,277,000, a gain of 18% 
over the previous year. 


Cleveland Electric.—EIGHT MONTHS 
ended August 31 showed increase of 1.600% 
in gross and 13.39% in net, with balance for 
common stock of $890,096, a gain of 20.63% 
over same period in 1914. For twelve - 
months ended August 31 gross revenues 
gained 1.17%, net increased 4.92% and sur- 
plus for common stock totaled $1,244,436, a 
gain of 8.21% over previous twelve months. 
Ohio Public Utilities Commission has as 
yet rendered no decision in matter of rates 
for lighting in Cleveland, pending comple- 
tion of valuation of company’s properties. 


Detroit United Railway —SEVEN months 
ended July 31 showed an increase of 
000 in gross and a gain in net of $92,000 
compared with same period a year previous. 


Duquesne Light Co. of Pittsburgh.— 
OFFERS $2,500,000 7% cumulative pre- 
ferred stock to yield 6%%. Including new 
stock, there is $4,426,000 outstanding, be- 
sides $21,567,000 common and $1,574,000 
5% convertible notes due 1918 Issue of 
$2,500,000 6% notes due Jan. 31, 1916, will 
i — from proceeds of preferred now 
offere 
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Edison Co. of Boston—AUGUST gross 
earnings totaled $525,000, a new high record, 
and were $32,862 or 6.68% larger than for 
August, 1914. 


Electric Bond & Share—DECIDED not 
to exercise 90 days’ option at $50 a share, 
on $1,000,000 stock of the Camaguey Co., a 
Cuban light and power corporation. Latter 
expects to be able to pay a small dividend 
on its stock at end of the year. 


Galveston-Houston Electric. — DE- 
CLARED semi-annual dividend of $3 on 
preferred and passed common dividend. 
Operations of jitney busses has affected 
company’s earnings. 


Interborough Rapid Transit—AT CLOSE 
of year ended January 30 last, company had 
delivered to J. P. Morgan & Co. $103,658,- 
000 of first and refunding 5’s with which 
new subway lines and elevated extensions 
are being financed. To January 30, 1915, 
company had spent $32,415,000 for new sub- 
ways and elevated improvements and ex- 
tensions under contracts with city. 


Kansas City Railway & Light—MORE 
than 86% of preferred and 83% of common 
stock has been deposited with reorganiza- 
tion committee. No assessments will be 
levied on stockholders. 

Marconi—MARCONI interests have ac- 
quired Poulsen wireless rights thereby ob- 
taining control of wireless system of the 
world. 

Marconi.—OFFICIAL. of company says: 
“Contract entered into with Standard Oil 
Co. of New Jersey, which includes substitu- 
tion of our eg on 22 liners for that of 
Tellefunken Co., in my estimation, the 
most important saab forward in expansion 
of our marine wireless we have yet taken. 
Company is in a position to pay dividends 
at the present timé, but will probably not 
do so until the end of the “war.” 


Massachusetts Gas.—EARNED 6.3% on 
common stock in year ended June 30, com- 
pared with 5%4% for 1914-15. 


New England Power Co—FOR EIGHT 
months ended August 31 gross increased 
$261,101 and net $175,861. Surplus after all 
charges and preferred dividends totaled 
$53,864, while for same period a year pre- 
vious there was a deficit of $2,494. Great 
industrial activity in New England is result- 
ing in largely increased power business for 
operating companies and management feels 
confident earnings will continue to show 
steady increase. 


North American Company.—MILWAU- 
KEE ordinance has driven jitney busses 
from city. Earnings are at rate of about 
7% per annum, or 2% more than is being 
paid in dividends. 


Pacific Gas & Electric—NET INCOME 
for year ended July 31 totaled $8,020,000, 
an increase of $1,430,000 and surplus after 
charges $4,097,000, an increase of $1,445,000 
over previous year. 


Republic Railway & Light —DECLARED 
regular quarterly dividend of 1%4% on pre- 
fesred stock. Expects August to show a 
gain in gross over August, 1914. 


Standard Gas & Electric—RESUMP- 
TION of cash disbursements depends on 
success of proposed re-financing plan, by 
which preferred stockholders are asked to 
take $2,000,000 debentures and common 
stockholders $750,000, proceeds to be used to 
retire short time notes and pay floating 
debt. 


Third Avenue Railway.—EARNED 4.18% 
on capital stock in year ended June 30 last, 
compared with 3.77% for previous year and 
5.53% for 1913. 

United Gas & Electric—STREET rail- 
way subsidiaries slowly recovering from 
jitney competition. Earnings for third quar- 
ter of this year expected to show gains in 
net and surplus. 

United Light & Railways—DECLARED 
regular quarterly dividend of 14% on pre- 
ferred. Has sold $750,000 6% five year 
notes to New York bankers. Notes are part 
of an issue of $2,250,000 authorized last win- 
ter, of which $1,500,000 have already been 
sold. Earnings for year ended June 30 were 
$6,146,000 gross and $2,377,000 net, with 
$912,000 surplus after all charges. 


United States Express—PARTIAL dis- 
tribution of proceeds of liquidation will be 
made to stockholders in form of dividend 
approximating $25. 


United Railways Investment.—RISE IN 
stock due to appreciation in value of com- 
pany’s holdings of stock of Philadelphia Co. 
Latter has benefited from industrial revival 
in Pittsburgh district. 

Virginia Railway & Power. — JULY 
showed first increase in gross since last 
February. Increase totaled $5,041 or 1.14% 
over July, 1914. 

Western Union—EXPECTED to main- 
tain present 5% dividend, but 6% rate not 
likely for some time to come. 











ACTIVE Trading in stocks isa vocation and avery ex- 
acting one; but Investing for Profit may safely be 





followed as an avocation with only a moderate amount 


of attention. 
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Westinghouse 
Electric & Manufacturing Company 


Common Dividend Increased Without Recourse to Profits 
from War Orders—What May Be Expected from 


War-Order Business. 





By CHARLES H. PLATT 





tors of the Westinghouse Electric 

& Manufacturing Company prac- 
tically committed themselves to the 
declaration of an extra dividend from 
profits to be made through the manufac- 
ture of guns and shells for Europe. 
Such is the translation which may be 
placed upon the advance in the dividend 
rate on the common stock from a 4% to 
a 6% per annum basis on that date, as 
the dividends for this year were express- 
ly declared to have been payable only 
out of earnings from the usual business 
of the company. It was announced that, 
in addition to its normal business of 
manufacturing electrical appliances, the 
company also had $60,000,000 “firm” 
contracts for war munitions, mostly 
rifles, to be manufactured in factories 
in New England especially acquired for 
the purpose. The profits from this busi- 
ness may be as much as $10,000,000 to 
$12,000,000 during the next year. 


Its Original Properties 


O* Wednesday, September 22, direc- 


The Westinghouse Co., incorporated 
in Pennsylvania in 1872, has plants in 
several states and subsidiaries in the 
United States, England, Canada, France, 
Italy, Germany, Belgium, Russia, etc., 
for the purpose of manufacturing elec- 
trical goods or for distributing same in 
all parts of the world. These holdings 
of subsidiary properties have been en- 
hanced in value in several cases as a re- 
sult of conditions brought on by the war. 
On March 31, 1915, these properties 
were represented at an investment valua- 


tion of $17,683,094. It is probable that 
they are worth at least 25 per cent. more 
now. 


Those Acquired Since the War 


Added to these properties are those 
which have been acquired during the 
past year, including the plants of the 
Meriden Fire Arms Co. in Connecticut, 
the Westinghouse Machine Co., the 
Stevens Arms & Tool Co., the Stevens- 
Duryea Automobile Co., and the Page- 
Storms Drop Forge Co., in Massachu- 
setts. These and four large new plants 
for rifle manufacture, built in the vicinity 
of Springfield, Mass., by the company, 
have been all taken over by the New 
England Westinghouse Co., incorporat- 
ed in 1915. All of the $2,000,000 stock 
of the latter is owned by the Westing- 
house Electric & Manufacturing Co. 


Earnings Show Irregular Changes 


The earnings of the company in past 
years have fluctuated rather irregularly, 
as shown by the accompanying chart of 
ten years and the table of three years’ 
income. In the last fiscal year, however, 
which ended March 31, 1915, in addition 
to the disturbance to business, interrup- 
tion of export trade, etc., due to the war, 
the company also suffered from the ef- 
fects of strikes. 


Export Business 


At the present time, the company is 
believed to be earning above 10 per cent. 
on its common stock just from its regu- 
lar business in electrical appliances. In 
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recent months, domestic demand for 
these has been at the best rate of the last 
few years, while exports are increasing. 
The company, with others in the same 
line, before the war found competition 
from German firms a serious handicap 
in many countries. In South America, 
the large German companies had the 
cream of the business in electrical goods 
for years, in fact always had it. In the 
last year, after a period during which 
they did not buy anything, South Amer- 
icans have been turning to this country 
for their electrical apparatus, etc. As it 
may be years before the German com- 
panies are in a position to comhpete ac- 
tively for the world’s trade in these lines, 
the Westlestoonse Co. and others in the 
United States should have the world’s 


changed for stock. This will leave the 
note issue as the only other funded debt. 
The notes mature October 1, 1917. The 
present outlook is that they will be paid 
off at maturity, and not be succeeded by 
another issue. 
Common May Be Sole Security Issue 
If all of the bonds are converted be- 
fore the privilege expires on December 
31, 1916, and the notes are retired the 
following fall, that will leave $3,998,700 
outstanding (of $4,000,000 authorized) 
7 per cent. cumulative preferred as the 
senior issue, and there is seme chance 
that even this might be retired, and so 
leave the common as the only security. 
On March 31 last, there was $37,325,088 
common stock outstanding of $60,000,- 
000 authorized. It is probable that as 

















MARKET RANGE 


FOR THE STOCK 
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export trade well in hand long before 
they will again face competition from 
Germany. 


Common Stock in Enviable Position 

In view of these facts and the hint of 
large dividends from war profits, the 
common stock of the Westinghouse Co. 
occupies an enviable position. Besides 
its other advantages there is a strong 
possibility that within a few years the 
company will not have any funded debt, 
and the common stock will then have 
only the preferred ahead of it. On 
March 31 last, there were $19,447,000 
5 per cent. convertible bonds, $2,720,000 
5 per cent. notes, and scattered funded or 
floating debt of about $1,000,000. The 
old convertible bonds were recently taken 
up by funds raised through the sale of a 
like amount of new convertibles, or 
through exchange for the new converti- 
bles. The new issue was offered to stock- 
holders for subscription; to the extent 
of 45 per cent. of their holdings of 
stock, at 105. It is believed that all 
of the bonds will eventually be ex- 


much as $10,000,000 in new common will 
be outstanding by the end of 1915 be- 
cause of the conversion of the new bonds 
for stock which has been taking place, 
and which is being accelerated by the 
high prices prevailing for the stock and 
the possibilities of large extra dividends 
ahead of it. 


Larger Dividends from Electrical 
Business 


The current dividends of 6 per cent. 
per annum on the common stock do not 
cover all of the possibilities for it even 
without regard to war orders. If, as is 
indicated ‘to be probable, the earnings 
from electrical business continue to ex- 
pand as they have in the last five or six 
months, it is almost certain that larger 
dividends will be paid on the stock just 
from this line of earnings. It has been 
the policy of directors in the past to treat 
their shareholders with some measure of 
liberality, as is shown in the fact that no 
efforts have been made to pile up a large 
surplus at the expense of withholding 
dividends, for in several years dividends 
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WESTINGHOUSE ELECTRIC & MFG. CO. 
THE INCOME ACCOUNT. 


For the fiscal year to March 31, the various items of income and disbursements for the last 
three years compare as follows: 











. 1915. 1914. 1913. 
ne ene aot eth dmebaiseeescecn $33,671,485 $43,733,646 $39,977,566 
I NN 8 oS icccnocsceahedeaedseeeccececs 31,109,073. 39,016,423 35,406,294 
NE WD oad. Sen cnccwcdeenctawnsataccceses $2,562,412 $4,717,222 $4,571,272 
i ci ndeiccchod racakdeseaenwasereccoccce 1,158,527 1,280,856 
PINES OUI Snatch anos coccndvdebsecddss cdeoccecs 82,553 594,974 119,206 

2 Ra Ne Se oe OS see ree $3,803,492 $6,593,052 $5,687,042 
Note and bond interest, expenses, étc...........-.++0000+ $1,354,125 $1,839,666 $1,702,415 
NEE nnn bdas Bee dere. <nccbeeeccanbacseseentsescces 444,499 2,286,590 1,573,049 
I IED son x cn ctococthadd sc cgeetecccen 483,327 470,201 373,426 

ne ash aben $2,281,951 - $4,596,457 $3,648,890 
Bee en ng. ctin condbaceutasesveeseeses $1,521,541 $1,996,595 $2,038,152 
PE Ee hs ok ces oon sec bbew hace bos csecann® 279,909 279,909 279,909 
ny a fon cs on bad setedbdact dhGecessecaue 1,241,632 1,716,686 1,758,243 
I so cs dh cs ooh dbn Selseaderdrcenes atae 1,427,350 1,405,989 1,053,666 
NE CEE ena isd aWansies 440cbneeeendhbacseenaskndneden ) kee ee 
We SD cn coi nb nncenave<askacadeabbastenseseccnises) -c005nnete 310,697 704,577 


The report for the year to March 31, 1915, is quite favorable, as compared with the previous 
two fiscal years, when it is considered that in most of the 1915 fiscal year, the entire industrial 
situation was heavily depressed, and the profits from war orders and other special business had 
not started. Many companies now in prosperous condition did not have as good comparative 
earnings during the period ended March 31 as did the Westinghouse Co. 

The above reports are condensed and simplified from official reports. 


THE BALANCE SHEET. 
As of March 31. 








Assets. 1915. 1914. 
Real estate, plants, ete.......... Ee RR re Fp RA $19,882,870 $20,054,595 
EES. ocx dae Shact chdnc bot vaceebidedeansee<s dbesvashscocseleann 17,683,094 18,827,432 
GME ubs dha xuebbdh eandeudacuveddaseersbadedenes}sath Ue asiedsssaniean 8,980,390 6,343,734 
a ee an enced dade eniheansateeaee 2,988,655 4,289,638 
i ee. 6. a denadedGbaneee ss ings eannsensnncnamens 6,657,731 8,268,980 
NN ok ere eek gh aa ee chen aia odeens 60's coun 13,307,795 14,884,041 
UN I a Es ee ne ab hel Mebattbehs sess eend seas oaabeee 6,126,516 6,128,239 
PINS 50d sth dantonsd bad teeeceolberan 4ussennessenqteueels 800,324 939,080 

WED -Laeiatacakebdubewndewkcdiukchneowdsesesh sods sesabaseatunen $76,427,375 $79,735,739 

Liabilities. 

Nk re od cee chs dunncessnsebawe sbabeuadmenan $41,323,788 $39,191,938 
Weed end Beatin Gita a oon dec sccccssicccccccecccctevcccceseesecs 23,326,750 28,483,250 
I TI aiid kin ths a5 a natenneneee sc see cnthhesin Cneeesien 2,270,038 2,210,391 
ORE GUND CE WIR, GDB, oc on kid cecdbcceccecccessevesecodheseds 1,434,063 1,441,289 
NED ‘nnchitacids bh drddeckecktececkesbneeussekbeate canbebenteanen 599,324 749,741 
a ee A a ee TTT ee 7,473,412 7,659,130 

MD. icin kndéd es eckbded<cadack dilevdnnyese<*cossteuginsebeabesuane $76,427,375 $79,735,739 
CRI nck us ddd snbavtincscotasekepeeeesesscaenbeastehseeaae $31,934,571 $33,786,392 
CRIN SINR oo 0 pbc dc cacdbcdencbdsdbteseccs cciccpescccivebedhs 3,704,102 3,651,680 





WO ca dawsscnade dc) <cwddWeWnescnsscseuss baudebasntes $28,230,469 $30,134,712 














were paid on the stock when the margins 
of earnings above requirements were not 
much above the required amounts. The 
dividend record has been: regular divi- 
dends as due in recent years on the pre- 
ferred, and the payment of all accrued 
cumulative dividends many years ago; 


on the common stock, 10 per cent. per 
annum was paid from 1904 to 1907, 
nothing from 1908 to 1911, 2 per cent. 
in 1912, 4 per cent. each in 1913 and 
1914, and for 1915, with the latest decla- 
ration for the last quarter, a total of 4% 
per cent. will have been paid. 
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WESTINGHOUSE ELECTRIC AND MANUFACTURING COMPANY 


TENYEAR RATIO Net Available for Dividends am. 


1908 1909 1910 


Gross May Pass $100,000,000 


It is probable that during the fiscal 
year ending March 31, 1916; the com- 
pany, counting in the operations of its 
New England subsidiary, will do at least 
$110,000,000 gross business. Its normal 
electrical business in recent years has 
been around $40,000,000, but it is ex- 
pected to pass $50,000,000 for the cur- 
rent fiscal year owing to large orders 
now coming in, even though there was 
only $8,951,410 in unfilled orders on the 
books at the start of the year, April 1. 
Added to this is the $60,000,000 business 
in rifles, etc., already booked. At the 
rate of progress being made in the New 
England factories, practically all of this 
war business should be completed by the 
end of next March. Beyond that, the 
outlook for further large war orders is 
bright. Even if the war should end in 
the next half year, which seems highly 
improbable at the present time, it is be- 
lieved that the various nations of Europe 
will go on accumulating supplies of such 
things as rifles, which cannot be made 
quickly when an emergency comes, so as 
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to never again be caught as poorly 
equipped as they were, except Germany, 
when this war started. 

Total Net Should Be $15,000,000 

On $110,000,000 gross, as judged by 
the rate of net income of such years as 
1913 and 1914, the company should have 
from $15,000,000 to $18,000,000 net in- 
come after deducting operating costs, 
depreciation, interest, etc. Such a sum 
would provide for dividends. in excess of 
25 per cent. on the stock with all bonds 
converted. A director is quoted as 
saying, “Our earnings are running very 
large and we have always been disposed 
to have stockholders share in the profits.” 
Through such an attitude, and the 
known possibilities of profits, the share- 
holders of this company have a more tan- 
gible basis for expectation of large 
return than have the holders of many 
other “war” stocks. In the case of many 
other “war” issues, directors have been 
inclined to disparage hope of large re- 
turn from war business, although as a 
rule merely refraining from any mention 
pro or con of extra dividend possibilities. 





a. 
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Investing In 


Short Term Notes 


Fine Income, Great Safety, Wide Diversity and a Steady 
Flow of Cash May Be Had Over the Next Two Years. 





By FREDERICK LOWNHAUPT, Author of “Investment Bonds,” etc. 





IX MONTHS ago the average per- 
son who had some money to put 
into securities was informed by 

nearly everyone he met that the thing to 
do was to buy stocks—almost “any old 
thing” —and that advice Was correct. At 
the bottom of a big bull market such as 
has been raging for these months what 
else is there to do. 

At such a time you get an enormous 
amount of return on your money in the 
way of dividend and in a short time you 
have an enormous profit in appreciation 
of principal. Bonds, too, are cheap, but 
who wants to buy bonds yielding 51% to 
6% when he can get the choice of stocks 
to yield nearly seven, and in many cases 
more than that, and pile on that a big 
profit in a few months. 

Now, however, that stocks have had 
such a skyward flight, another question 
is coming to the front—is it time to sell, 
and if it be time to sell what shall be 
bought in their place? Many people 
have taken handsome profits in their 
stocks. Others are wondering what to 
do with their profits and still another 
group are hanging on for dear life to get 
the last “eighth” of the twenty-five, fifty, 
one hundrcd or three hundred points that 
their stocks may have risen. 

The time may not yet be entirely ripe 
but it certainly is not bad advice to tell 
these fortunate people with big profits 
to begin thinking about taking the role 
of investor and putting off that of specu- 
lator. For those who are willing to be- 
gin the change from common stock into 
something better three courses are open— 

Preferred stocks. 

Bonds. 

Short term notes. 

Let us analyze the position of each of 
these classes of securities; 


Preferred Stocks 


Along with the rise in the common 
stocks many of the preferred issues have 
had a handsome appreciation. A list of 
them, divided into high grade, semi-in- 
vestment and thoroughly speculative 
groups was given in a previous issue. In 
these tables it was seen that the high 
grade issues had in most instances ap- 
preciated very nearly to their high prices 
of several years back and that unless the 
present market was to assume tre- 
mendous and powerful headway, sweep- 
ing everything along, these stocks should 
be considered on an investment basis only 
—therefore they would yield the investor 
somewhere around 614%. 

He would have, however, in this group 
a class of security which on the average 
has a high margin of safety, only a very 
little chance of appreciation on the aver- 
age, a good yield and in any serious de- 
cline in the market over the coming 
months a sympathetic loss in price. 


Bonds 


Should the investor get out of com- 
mon stocks and into bonds he would be 
getting in at about the bottom Over the 
past few weeks there has been some sign 
of life, and indeed a few issues like Dela- 
ware & Hudson 4s have had a very fine 
advance, but throughout the bond list 
this has not been the rule. 

Now, if the investor buys into the 
highest grade issues he is reasonably cer- 
tain that he will get some little apprecia- 
tion in price over the coming months, 
but he will have to be content in the 
meantime with an income at or below 
5 per cent. for, in spite of the lowness of 
price, the income is nothing like that on 
the highest grade common or preferred 
stocks. He gets, therefore, a fair income, 
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a chance of a small profit, a high margin 
of safety and very little likelihood of de- 
cline over the coming months. 


Short Term Notes 


If he should, however, elect to pursue 
a little different plan he could go into 
short term notes, of which there is a very 
good variety. Here he can get a selec- 
tion of Government, railroad, industrial, 
and public utility notes so well scattered 


the short term notes mentioned yield a 
handsome return on the average far 
above that level. 

As our investor has gotten out of com- 
mon stocks he can have no question about 
relative safety for the average short term 
note such as those given in the list has 
a big margin of safety and in many in- 
stances there is no comparison between 
it and the common stock. Furthermore, 
the dividend on a common stock is con- 








TABLE I. 


SHOWING HOW SHORT TERM INVESTMENT CAN BE MADE SO THAT THERE IS A CON- 
STANT FLOW OF RETURN OF MONEY. 


1915. 1916. am 1917. 
None maturing this year January. January. 
that yield much more than App. App 
money market rates, which yield. yield 
are very low. P.C. P. 
ea 3, MD tn oa vo ccsubendwubewevddeeeares 
Several issues are selling on German Government 5s.. 8.75 
a basis of 144% return or February. February 
lower. Southern Ry. 5s......... QOD = widlna dherndi Wace ee cseeicdes 
March. March. 
Swiss Government 5s.... 5.00 Anaconda Copper 5s...... 4.90 
Lackawanna Steel 6s..... 5.80 
April. April. 
French Government 5s... 7.90 Erie 544s ..............-. 5.35 
> «& < Sea 3.85 
May. May. 
Grand Rap. E. 5s........ 4.21 Con. Gas Belt 5s........ 4.70 
June. June. 
C. P. KR. & L. 6s......... 6.00 Minn. Gen. Elec. 6s...... 5.50 
July. y- 
Pub. Serv. N. Ill. 6s..... 6.00 Am. Locomotive 5s...... 5.00 
August. August. 
Dominion Canada 5s.... 4.60 Dominion Canada 5s..... 4.95 
September. September. 
Hav. Elec. Ry. 6s........ 6.00 Canadian Northern 5s.... 5.75 
October October. 
Norway Government 6s.. 6.00 Norway Government 6s.. 6.00 
November. November. 
a Wa rere | A See Am. Cotton Oil 5s....... 4.85 
December. December. 
Argentine Government 6s 5.25 Argentine Government 6s 5.70 
Swedish Government 6s.. 6.70 











that the risk is practically as small as in 
the case of the high grade bonds. 

As against the high grade bonds in the 
matter of income a glance at the follow- 
ing tables will show how they compare. 
Although no table of high grade bonds 
is presented, the reader will know that 
this class of security seldom yields more 
than 5 per cent., while it can be seen that 


tingent ; the interest on a short term note 
is obligatory. 

Therefore, the first question of safety 
settles itself satisfactorily. In kind we 
see the short term note is essentially a 
bond—it is an obligation of the company. 
The second aspect of safety is also 
settled in our example because of the 
wide diversity in the notes presented. 


ne] 





ne 
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TABLE II. 


GROUPING THE SHORT TERM SECURITIES ACCORDING TO THEIR INCOME RETURN 
AND SHOWING THEIR RELATIVE INVESTMENT MERIT. 





TABLE (A) 

Yielding 4% to 5%. 
P. C. 
a es oe wane os 604esnmsabenbanelaiedeblanes 4.60 
es a. ch Ean new pain ewe ces ceyeesseetdbekeddsumedelarecieata 4.95 
Be a. 555.553 cabadd Bae diivt nhs ee0s 0 cicktévrsduantssen eee 4.85 
ee tea 6g ins 0005 505s bem 600 0d00cc.0ccntbiecnsbarigadebesaneeuteeen 4.15 
ee oe asda wet pe see ce coapen betes haeaenaseeteee 455 
ee os con dc retntcescsecesccnsccevcdevcngecsee@evasheeeuneeueeeees 4.95 
Ce I, BR. Si osc n esa adedtcdovevcccsccceneteeweeed’esleevenanenenaae 4.70 
ee iia 5.5.5 45 ne 0s corer as'r'e0 cc0s 0 0ccccec Sh bade nun wha eeaaeasaaeaene 421 
os in pun ecb acs cobeesnsvaceuann seencsdubaienkessaeere 4.70 
Oe ne on ass de ulimacenacihyendes sgedeeieiewekids Len eOeEE 4.25 
IE PT IG EE oa hinnh ica hcsdhescccnceccecvcncoccecates pasbacdesdeuaweseneneaen 4.00 
ee en oe. cg tated vated cule soc conc dba chtassnekesebenkeh neleeneeeel 4.60 
I ie el ads ee cash cede Pade bie ent oo 0sub oes ca dé¥eb@nst shee ain aseeee 4.75 
WD 0506 on C8 as bso co sce n:hesns0ceee doce seccsncdnss¥nssenebansdeedeee beens naan 4.95 

TABLE (B) 

Yielding 5% to 6%. 
Res TEE, GO oon ncn nec vecticnesue coe ckedccécssecegnsbogedbecbsoteusesanehin 5.25 
RE CEE GW 5 ioc 5 boc ccthecesTiccccegecescectdeccugausnsdpanseeds onene chee 5.75 
CO FM e a. ied iicccsipncbwenastvenceseccccnccesseebeeesesneredhnesheueeenne 5.15 
Fad sw pasindeeesinwceesuesede phs'esdccacsveccncssadumhdcekeelss aban nanan 5.20 
i er ee dhinenaetenses busts see 6ees 6deeeentekaneeeennel 5.00 
nn. nn chun ob dn cbeenesdes 64000né cs buainackeeeameaaen 5.95 
a ona on cclduedk vbukbcewes oe toeedescecovssecabunsedneeeeeastsanl 5.60 
Ce TR. in a, « Sows obubbebhedeb seed eedecescocecsddddpedaeasdeuniadeddnnee 5.75 
Ce nn ft ec cepasdseeveddneeshetocceanbenataedkeseaaslaaenuneen 5.70 
BS le ee a. an von ue cectieewedeb bone vetdbiodscssosvscdedebeuh ban eemseiebee 5.35 
ne nn, p cechbs 0b s0eucncennenscé4 oe cgee keues sume aGnneae 5.50 
Ce I, Ui vg oc GN e650 chai 0cccodpnndeseccoctensnecensenaleewenaseagieal 5.60 
i cnn. etude nes o bub inh osecesedbs eeu sccgetedhads 6bbeneke seb 5.80 
he ie SEER <uanh. ones due} 00cbRdad Qeeeane+c cenesvaceconedusunqeuerensebasesenputeane 5.45 
ee end ccck ccabad bueee 00b6esnctoesscccecesngcessebebeedaaneetashind 5.15 
ON ES ee Sa ee ee ee eee bsctsuscnassedtibaseieaeeatenieds 5.40 

TABLE (C) 

Yielding 6% to 7%. 
i ET go cas tifaxnbimbelocs 0s b 0 doen shies catessbeudeeds bekeseathdbess 6.30 
a od od ent cmececs cecceasiyesseues ts knee te Sesvaane aeenee 6.00 
enn. 8. Sse ccbibepbanwecevn cacdscnsees shachdes sa auhaanassenbotabed 6.00 
es Eg. os tr ha decccncs shad bec as bhessegl bawaelinaenes PS 6.70 
I ee dg Se cians onc op ses cen tnnsddbadennins iktaeweesaeyeceiee 6.15 
Chesa I oe. kn cw wcienine tt oe dn Né Caebee enn eaaDaaanael 685 
eS  candbbceccc caused pine she pagans edmeneaniinemnl 6.50 
ae ar go cagee ape bennnesguetbeataben icegauins 6.00 
ee Me ss ou delim cs sane ekdstceunh tadoneeiadcennevieaent 6.00 
td ic sc. sak cchdicdews'us cinebebes <hsaenknas aes Uueabnees aeaha aan 6.00 
I Os 5 eens ind coun cceennen cpeknst edb ewadcebebankheeteeel 6.00 
Es, <n vo canons dnc seee sab ecsbepts sd sci backas bagdaaiasdsdeaun 6.15 
,  § yl} | ERAN eR oars ee te et eR a aS Sr es 6.00 
i oak. oe sees esinbeeh abies Sete wanebalekehaevaneaena> > 6.25 
ee Se dons conned vee Wie sensed ab beamiee bane ehenids 4 ke 6.12 
- $e 
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The third question about the notes 
clings about the income derived. Here 
it is answered satisfactorily also. The 
average income from the notes given in 
Table 1 is practically equivalent to the 
income on a group of good preferred 
stocks. In fact if we want to look at it 
in a thoroughly practical way many short 
term notes are equivalent to a bond with 
a preferred stock income, a very desir- 
able combination. 

A fourth and very desirable aspect 
that presents itself in the table shown is 
the fact that the investor’s money comes 
flowing in from month to month with 
regularity. If he should buy a bond he 
might run into a bad streak in the mar- 
ket just about the time he wanted money. 
To sell might mean a loss of principal. 
If he has a preferred stock he might 
meet the same condition. As to market- 
ability he has generally a perfect score 
here. 


But in the short term note he has all . 


this and with all this a very small per- 
centage of possibility of loss. If he 
sticks to his note to the maturity he has 
had a good income 

The wise invesi©: «rranges his sched- 
ule of investments so that he has money 
coming in at different times. With the 
changing tides of prices it is always well 
to have some ready cash—and not find 
it necessary to sell at a loss in order to 
get the cash. The short term note ac- 
complishes this. 

In the table given there is none men- 
tioned for the remainder of this year. 
The money market is in such a state now 
that short term notes are gobbled up at 
prices so that an investor cannot af- 
ford to hold them. Banks having a lot 
of money lying idle in their vaults on 
which they could get more than 1% per 
cent., possibly 2 per cent., are mighty 
glad to buy these short term notes yield- 
ing this amount and a little better. The 
short term note market for the remain- 
der of this year is absolutely dry. It is 
not an investor’s proposition—it is an in- 
stitutional matter. 

In 1916 and 1917 there are still some 
choice offerings. They are all the more 
attractive because of the great uncertain- 
ty just what the money market is going 


te bring forth in those years. The wis- 
est heads én finance and economics are at 
sea to say what will be the outcome of 
the present situation. Following prece- 
dent, money should be extremely easy, 
but if there should happen to be an 
enormous demand for money the world 
over it may harden greatly so that high 
rates will prevail. Then will be the time 
that the individual investor will wish he 
had some real cash on hand. 

It might be said that he can sell his 
holdings and go into high rate offerings. 
He will find, however, that the gradual 
process of adjustment has brought his 
present holdings to a price level that is 
adjusted to conditions—and that might 
be under his purchase price. It would be 
useless to try to guess the money market 
outlook here—that time is so far ahead. 
A well diversified investment in short 
term notes will anticipate whatever 
comes about. 

In Table II there is a widely diversi- 
fied_list of these notes. 

From the income shown on these va- 
rious notes it will be appreciated they 
are of the highest type. The average 
income is below that of medium grade 
bonds, but the degree of safety is far 
enough above that class of securities to 
justify this income. All of these are 
AAAI in character. They yield no more 
on the average than a group of high 
grade bonds. Their high price is the re- 
sult of their great safety and the ready 
money which they produce. 

Here are some notes just about as 
good and possibly in some instances bet- 
ter than others of the group A: In fact 
we have here some of the same com- 
panies that appear in group. This is 
due to their different maturities and pos- 
sibly being junior in legal position to 
those of group A. From an investment 
standpoint they may be bought with just 
as much confidence as those of group A. 
They are quite more desirable from the 
point of income. They are like a medium 
grade bond in point of income, but being 
the obligations of companies whose in- 
tegrity and financial soundness are un- 
questionable the legal position of supe- 
riority the bond has counts for nothing 
much. 
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Various factors go to affect the posi- 
tion of this group.. They return a shade 
better income than group B, but it would 
be difficult to make any distinction_be- 
tween their position of safety and that of 
group B. There are just simple reasons, 
ofttimes sentimental, that affect the mar- 


income. It is thoroughly likely that both 
the French and German government will 
pay them off. Their extremely high in- 
come does not place them in the category 
of the corporation notes among which 
they are found. The degree of safety is 
far different. If the Dominion of Canada 





TABLE (D) 


Yielding 7% to 8% or more. 


Det Cen Gee wcacaccccvesesttoecves 
Germam Govermmomt Se......cccccccccccccccess 
EM es no nec asnscceenesec 
West England Navigation Co. 6s................ 
Mle ee I ees Kiana 06 a eK 040k se0 060s 





ket for securities so that of two of ap- 
parent equal value as an investment of 
similar degree of security a considerable 
disparity will exist in their market price. 
There are technical reasons why some of 
this group do not sell higher. 

The Government issues in this group 
are a handsome opportunity to reap a big 


will pay off its notes selling on a 4.60 per 
cent. basis, and Norway and Sweden 
theirs, selling on a 6 per cent. basis it is 
quite reasonable to believe Germany and 
France will pay theirs They could not 
afford to risk the next fifty or hundred 
years because of a few millions of de- 
faulted notes. 








Investment 


Inquiries 


NOTE.—Answers as published in this magazine are selected and condensed from the very 
large number of inquiries received from our readers. All such letters are answered by mail in 
advance of publication, hence stamped and self-addressed envelopes should accompany them. 
Subscribers’ inquiries are given the preference in order of answering. 





International Mercantile Marine 


E. P.—The plan of reorganization of the 
International Mercantile Marine Company 
aims to fix the capital of the company on 
a basis more nearly equal the intrinsic 
value of the properties and to limit annual 
fixed charges to an amount well within the 
average net earnings for the last six years 
after depreciation charges of 5 per cent. 

That means, concisely, that the company 
was overcapitalized and over-bonded, and 
that both features will be scaled down. The 
common and preferred stockholders may 
be assessed $2.50 a share. If you approve 
of the plan of reorganization, you must pay 
$2.50 on each share, and you will receive 
convertible bonds for 2% per cent. of your 
preferred stock and common stock for 20 
per cent. of your preferred, unless the plan 
is changed. 

Many shareholders, in view of the present 
large earnings of the International Mercan- 
tile, maintain that the $2.50 assessment is 
unnecessary, and have formed a committee 
representing the minority interest to op- 
pose this assessment. They met recently 
at the offices of Loucks & Alexander, 120 
Broadway. There will probably be some 


modification of the plan before October 1. 





Missouri Pacific 


J. P.—Missouri Pacific does not seem to 
us especially attractive. While the company 
will very likely pull through its present 
crisis in a satisfactory manner, still the out- 
look for any substantial earnings on the 
common stock for a long time to come is 
dubious. 





Motor Stocks—Stewart-Warner “a 

G. V.—There is the opinion in conserva- 
tive circles that perhaps the speculation in 
the motor company stocks has been over- 
done. For that reason it might not be a 
bad plan to consider taking your profits on 
your Maxwell Motor common, or at least 
put in a stop order to prevent loss if your 
account shows a profit. 

Earnings of the Stewart-Warner Speed- 
ometer Corporation for the six months 
ended with June were equal to 7 per cent. 
on the preferred and 6 per cent. on the 
common, and were sufficient to cover sink- 
ing fund requirements for the entire year. 
All earnings during the last half year will 
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be surplus. The company’s experts are 
working on a new electric starting and 
lighting system for small automobiles. 





U. S. Rubber 


C. B.—Inasmuch as the reduction in U. S. 
Rubber dividends was not because of poor 
earnings or unsatisfactory outlook, it seems 
to us that the buyer of this stock at higher 
prices has little occasion to worry. Profits 
which ordinarily went out in dividends are 
now accumulating behind the stock and 
must eventually express themselves in terms 
of the market price of the security. Bar- 
ring some unexpected set-back to the rub- 
ber industry, it does not seem that the re- 
sumption of dividends can be deferred for 
any extended period. You are to be con- 
gratulated that you are not “hung up” with 
a stock whose earnings are on the down- 
grade and whose prospects are clouded. 





Virginia Iron, Coal and Coke 


M. P.—There is a singalar dearth of news 
regarding the Virginia Iron, Coal & Coke 
Company. As you are doubtless aware, the 
company has shown a deficit for the last 
four years, although the total is only ap- 
proximately ,000, not a large amount 
for a corporation this size. 2 

As the backbone of the company’s busi- 
ness is the manufacture of steel and the 
production of coal, it would appear that the 
outlook now is probably the best for a long 
time. The steel business has improved 
greatly and there is prospect for a heavy 
demand for coal this winter because of the 
shortage in the foreign supply. These are 
doubtless the reasons why Virginia’s stock 
has gone up. We agree with you that this 
is a fine property and ought to do better. 





Cast Iron Pipe 


. P—Inasmuch as you have been a 
holder of U. S. Cast Iron Pipe common for 
a number of years, why not hold on a little 
longer, since the trend of pig iron prices 
is upward and cast iron pipe prices usually 
follow along with pig iron prices? If the 
predictions generally made in reference to 
the iron and steel business materialize, 
your company will share in the better times. 
We have received no information that this 
company is getting war orders. It is evi- 
dent that its earnings will have to improve 
considerably to warrant talk of dividends, 
but at the rate at which the steel business 
is improving, the company’s earnings ought 
to increase. 





Pacific Mail 


J. A—Accepting the published statements 
of the sale of five of its largest vessels, we 
estimate that there is available from that 
source for distribution to the stockholders 
of the Pacific Mail Company about $25 per 


share. Adding to this the $13 per share 
shown by the company’s liquid assets brings 
the total to about $39 a’share. In addition 
the company has seven vessels and various 
other properties whose value is placed at 
about $1,500,000, so that eventually the 
stockholders of the company should receive 
something like $45 a share. We have no 
information as to the time of the distribu- 
tion of the company’s assets. 


Rumely-Quicksilver 


J. C—wWe are of the opinion that it is 
good judgment to wait and get a better line 
on how Rumely is likely to come out before 
purchasing its securities. 

Quicksilver is a risky speculation. At 
present its stock is oumeg at about $3 a 
share because the price of quicksilver has 
advanced to between $90 and $100 a flask 
from a normal of about $60 a flask. Quick- 
silver may go higher, but also it may go 
lower, and only last March the stock of 
this company sold as low as 25 cents a share. 








Car and Foundry 


H. M.—American Car & Foundry is a 
strong company and well managed. It has 
war orders which should show a profit of 
10 per cent. on its common stock, it is esti- 
mated, and is in a position to benefit largely 
when the railroads of this country come 
into the market with large orders for equip- 
ment. 





Republic Iron and Steel 


E. H.—Republic Iron & Steel has had 
quite an advance, but if the improvement 
in the steel industry continues the stock 
ought to get to 50. The company’s plants 
are running full, the dividend has been put 
back on the preferred, it has large war or- 
ders, and expects to make handsome profits 
from its benzol plants, which are expected 
to turn out 2,600 gallons daily. Under the 
circumstances and prospects, the stock does 
not seem to us to be selling at an inflated 
valuation at 44. 





Loose-Wiles Biscuit 


A. M.—Loose-Wiles Biscuit Company re- 
ports that it is earning the dividend on its 
first preferred stock, which leads the jus- 
tifiable deduction that it is not showing a 
very great balance for the second preferred. 
Gross sales are satisfactory, running at a 
rate of about 15 per cent. greater than for 
the previous year, but the high price of 
flour and sugar are among the factors which 
have reduced the margin of profits. Until 
these conditions have changed for the bet- 
ter, we do not see how the company will 
be ina ition to do anything in the matter 
of dividends on its second preferred stock. 
The company is heavily capitalized, 
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Republic Iron & Steel 


What the Investor Wants to Know About the Company 
—How the War Has Affected Earnings—Prospects 
for Common and Preferred Issues. 





By BARNARD POWERS 





ROM a “feast to a famine” and vice 
versa, is no new simile as applied 
to the steel industry. It is hard to 

improve upon. From the depths of de- 
pression to the pinnacles of prosperity 
within nine.months, is no trifling transi- 
tion, even for a corporation of the size 
and solidity of Republic Iron & Steel. 
Yet such is its record since the War 
began. 

The following statements, published 
about a year apart, summarize the amaz- 
ing change in the steel industry. 


SEPTEMBER 7, 1914. 


Pittsburgh.—Reports have been current 
that the Republic Iron & Steel Co. con- 
templated the construction of a wire mill. 
In view of the war outlook and the con- 
servative policy of the. management, it 
is not likely that Republic contemplates 
any great cash outlay in any direction 
until the situation clears. 

AUGUST 17, 1915. 

New York.—It is no longer a matter 
of doubt that the revival in the steel 
industry has passed from the redim of 
hopeful theorizing into one of solid real- 
ity. The transition from an output of 40 
per cent. in January, to the theoretical 
100 per cent. in less than nine months, 
is without parallel in the industrial his- 
tory of this or any other country. It em- 
phasizes a resiliency arising from ex- 
traordinary conditions, and foreshadows 
possibilities that are bewildering even to 
the most conservative temperament. 


Clearing of the Steel Skies 

It is evident that the skies have 
cleared. And cleared beyond the expec- 
tations of even the most extravagantly 
optimistic. All along the line steel prices 
are up and evidently going higher. 
Wire rods have advanced $3 a ton within 
the last year, Bessemer and sheet bars 
are up $4 a ton, and open hearth steel is 
up $5 a ton. The tabulation giv- 
ing prices as of September 15 last and 
those a year previous, give an idea of 
how the steel business has picked up. 

Republic Iron & Steel is now operat- 
ing its plants at a capacity and earnings 
on its common stock are conservatively 
estimated to be running in the neighbor- 
hood of 14 or 15 per cent. per annum. 


At no time durmg the company’s history 
has its rate of earnings been greater than 
at present. 

If steel prices show still further ad- 
vances between now and the end of the 
year, not only are all records likely to be 
broken, but a high mark in earnings may 
be set up which should stand for years 
to come. 


Diversity of Republic’s Products 

Originally the Republic Iron & Steel 
Co. produced bar iron exclusively, but 
its activities have been broadened since 
its incorporation in New Jersey, 1899, so 
that now it manufactures steel products 
chiefly. 

[ts output includes merchant steel and 
iron bars, light structural and agricul- 
tural shapes, sheared plates, standard 
and hand spikes, bolts, nuts, turnbuckles, 
cold drum bars, tubular products, besse- 
mer and open hearth billets, sheet bars, 
foundry, bessemer and basic pig iron, tar 
or creosote oil, sulphate of ammonia, 
toluol and benzol. 

The company operates nine steel 
plants: six situated in Youngstown, 
Ohio; one at Muncie, Indiana; one at 
East Chicago, Indiana; and one at 
Moline, Illinois; five blast furnace prop- 








SHOWING ADVANCE IN STEEL PRICES 


Per ton at mill. 1914. 1915. Ime. 
Sept.15, Sept.15, 

Bessemer steel .......... $21.00 $25.00 $4.00 
Open hearth ............ 21.00 2600 5.00 
Ges. IN cc cc asccevnds 22.00 2600 4,00 
Stee] melting scrap...... 12.50 15.00 2.50 
Barbed wire, galvanized.. 2.00 2.50 50 

Ob. SRE c > stnanes 1.60 1.80 20 
oe Rear - 1.50 1.65 15 
Plain wire, galvanized... 140 225 85 
ye RP ae 1.60 145 *.15 
Wen MRE active sconkar’ 2700 3000 $3.00 


Tank plates, % & heavier 1.20 1.40 
Galv. sheets, 28-gauge.... 145 3.75 2.30 
* Decrease. 
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erties with a rated capacity of 1,195,000 
tons per anhum situated as follows: 
two at Youngstown, Ohio; one at 
Sharon, Pennsylvania; one at New 
Castle, Pennsylvania; and one at 
Thomas, Alabama. Five of its ore mines 
are in Michigan, seven in Minnesota and 
five in Alabama. Ore reserves for the 
northern properties, as of December 31 


of raw material are inestimable as it 
places Republic in a position free from 
the necessity of paying high prices for 
raw materials in good times. 


Record of Earnings 


Table 1 gives a digest of the Republic 
Iron & Steel’s income statements for the 
last eight years, while Chart 1 shows 


REPUBLIC IRON & STEELS EARNINGS AVAILABLE FOR FIAED CHARGES & INTEREST. 


+222 Amount For Fixed 
Each Year For f 


es. 
erest.on Bonds And Notes. 





| CHART N21 | 





last, totaled 50,252,000 tons, and for the 
southern properties 71,266,000 tons. In 
addition the company has five coal and 
coke properties in the north with coking 
coal reserves of 37,000,000 tons and an- 
nual capacity of 887,000 tons, and five 
such properties in the south with coking 
coal reserves of 71,387,000 tons and an- 
nual capacity of 606,000 tons. Its one 
limestone property is situated in Ala- 
bama and has ore reserves of 31,000,000 
tons. 

Thus it is apparent that the corpora- 
tion is a “mine-to-mill” proposition with 
raw materials reserves sufficient to meet 
‘requirements for many years to come. 
The advantages of controlling the supply 
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with what large margin of safety even 
in the poorest years the company has 
earned its bond and other interest 
charges. The comparatively small pro- 
portion of fixed charyes to total earnings 
available for interest, after depreciation 
and renewals, has placed the company’s 
fixed obligations in the first rank of se- 
curities of this character. 

Chart 2, which shows graphically earn- 
ings available for dividends, gives an ex- 
cellent idea of the violent fluctuations in 
the earnings of steel companies. 

At the present time Republic Iron & 
Steel has 12 per cent. of accumulated un- 
paid preferred dividends. Chart 2 indi- 
cates the reason for these accumulations. 
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In spite of its favorable position in the 
steel industry the company started life 
with a heavy capitalization. In this re- 
spect resembles the U. S. Steel Corpora- 
tion. The steady improvement in Re- 
public’s investment position has been due 
to the gradual building up of substantial 
assets behind the “water” in its stock. 
The management has followed the safe 
policy of letting preferred dividends wait 
rather than to pay them at the expense 
of up-keep and depreciation. 


Up-Keep of the Properties 


Out of earnings during the last decade 
the company has taken $12,594,000 for 
maintenance and renewals and $7,944,- 
000 for depreciation and extinguishment 
of ore, making a total of $20,538,000, or 
an average of about $2,000,000 yearly. 
Since its incorporation in 1899 it had 
earned, up to January 1 last, $28,471,000, 
round figures, available for dividends, 
of which $21,669,000, or 955/12 per 
cent., was paid on the preferred stock. 
Deducting accumulated preferred divi- 
dends, left a balance on the common of 
$4,614,947, equivalent to 16.9 per cent., 
or an average of a trifle better than 1 
per cent. annually. Thus far the com- 
mon stockholders have not had much of 
a run for their money, but the present 
status of the company’s affairs indicates 
that the junior issue is likely to come 
nearer to a distribution in the near fu- 
ture than at any time in the past. 

The year 1914 was the worst in the 
company’s history as indicated by Chart 
2. Earnings for the preferred were 
equivalent to only 4.10 per cent. The year 
closed with the steel companies in the 
blackest depths of depression. The re- 
vival of the trade which commenced ear- 
ly in the current year found the Republic 
Iron & Steel Co. prepared to take ad- 
vantage of its opportunities. 


Republic’s War Business 


Quick to see the advantages offered by 
the War, the management in March de- 
cided to invest $300,000 in the erection 
of a benzol plant at Langsingville, Ohio, 
with a capacity of 2,600 gallons daily. 
This was followed by the letting of a 
contract for the erection of 92 by-prod- 
uct coke ovens at an estimated cost of 


$1,000,000. April saw the company’s 
plants operating at 85 per cent. of capac- 
ity. At the May meeting of the direc- 
tors no action was taken on the preferred 
dividend notwithstanding rumors to the 
contrary. June saw the company operat- 
ing at 90 per cent. of capacity with or- 
ders in excess of capacity, and in that 
same month the new benzol plant com- 
menced activities. July saw the millen- 
ium of 100 per cent. operations, and on 
the 17th of August the directors cele- 
brated the return of prosperity by de- 
claring the regular quarterly dividend of 
134 per cent. on the preferred and % per 
cent. for the account of back preferred 
dividends, thereby reducing the total of 
the unpaid dividends to 12 per cent. 
Republic Iron & Steel in eight months 
had experienced a “come-back” both sud- 
den and startling. 

Strictly speaking, the company is not 
a “war order” concern. In normal times 
it specializes in the manufacture of bars 
and rounds, which are now in great de- 
mand for the manufacture of high ex- 
plosive shells. So thus while not in the 
class of manufacturers of war munitions, 
the war demand has been no inconsider- 
able factor in the company’s improve- 
ment. 


Outlook for Immediate Future 


It is always difficult to forecast the 
earnings of any corporation with any 
degree of certainty, and in the case of 
steel companies it is especially difficult 
in view of the wide fluctuations of the 
steel industry. Careful students of un- 
derlying conditions are of the opinion 
that the present improvement in stcel is 
more than.a “flash-in-the-pan,” and that 
the upswing of prices has not reached 
its culmination. 

Assuming, then, that present condi- 
tions will at least hold their own from 
now until the end of the year, the last 
six months of 1915 will certainly be 
among the best, if not the best, in the 
history of the Republic Iron & Steel Co. 

It is estimated that earnings on the 
common stock during that period will 
run at the rate of 14% or 15% per an- 
num. That is to say, the second half of 
1915, after all charges and interest, and 














THE MAGAZINE OF WALL STREET 





requirements for the preferred dividend, 
may show something like 7 per cent. on 
the common stock. In that event, net 
income after depreciation and similar 
charges, would total approximately 
$2,270,000, and the first half of the year 
would compare with the second as 
'. shown below. 








Second half First half 


of 1915.* of 1915. 
Balance for inter- 
est and divi- 
DOD anc beees $2,272,000 $1,435,087 


Interest 445,000 427,583 


Balance on pref. . .$1,827,000 $1,007,503 
3%4% on pref..... 875,000 875,000 


Balance on com... $952,000 $132,503 
*Estimated. 














The total balance for the two half 
years available for common dividends, 
as shown in the table giving the first half 
of 1915 and an estimate’on the second 
half, is $1,085,000, equivalent to 3.9 per 
cent. on the junior issue. In view of the 
fact that the improvement in the com- 
pany’s affairs did not begin to substan- 
tially manifest itself in the form of earn- 
ings until the second quarter, the show- 
ing of slightly less than 4 per cent. on the 


common for the year should be highly 
satisfactory, especially in view of the pre- 
vious year’s showing. It will be noted 
that in the second half the estimated in- 
terest charges show an increase of about 
$18,000 over the first half’s interest 
charges. That is due to the fact that this 
year the company has increased its bond- 
ed debt from $13,386,000 on December 
31 last to $15,105,000 June 30 last. Of 
the increase $1,000,000 was used to re- 
tire an equal amount of $3,000,000 col- 
lateral notes due last June, and the bal-- 
ance went into the company’s new benzol 
plant, extension to the by-product coke 
works and other additions and improve- 
ments. The remaining $2,000,000 notes 
were extended to June, 1916. 

The estimate of profits for the second 
half year is conservative. There are 
many with good sources of information 
who believe that earnings will consider- 
ably exceed the estimate we publish. 
They argue that profits from the benzol 
plant, which did not begin operations un- 
til June, and which are expected to total 
approximately $1,000,000 per annum, 
did not show at all in the first six months. 
But a conservative viewpoint is best for 
the investor or investigator who regards 
a security from the viewpoint of earnings 
over a period of years rather than for 
the immediate future. 


REPUBLIC IRON & STEELS EARNINGS AVAILABLE FOR DIVIDENDS 


a Toe Earned on Preferred Stock 


Balance on Common After 7 % on Preferred. 
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Investment Position of Preferred and 
Common 

The balance sheet issued as of June 30 
last, showed the company to be in excel- 
lent financial shape. Current liabilities 
totaled about $2,000,000, and current as- 
sets of $14,500,000, so that working cap- 
ital on that date was approximately $12,- 


sixteen-year record of the company 
shows that it has earned its preferred 
dividend each year on an average. The 
investor who holds the preferred stock 
should be prepared for bad steel years as 
well as good, as the company has always 
followed a conservative policy in refer- 
ence to distributions on the preferred. 








500,000. While this seems to be ample Therefore the preferred stock is a better 
for a company whose gross sales have so purchase in bad times than in good. 
TABLE I 
Summary of Republic Iron & Steel Income Account for Eight Years 
Year Total 
ended Gross Total Net %on Yo Paid %on Year’s P.&S. 
Dec. 31 Sales Profits Profits Pfd. onPfd. Com. Surplus Surplus 
a ere $4,437,000 $2,825,000 113 *2 35 seseodes’ ..peeeneee 
1914.... $21,366,000 2,408,000 1,029,000 410 5% ah $154,000 $6,615,000 
1913.... 31,937,000 5,025,000 3,101,000 12.41 7 4.97 1,351,300 6,513,000 
1912.... 32,320,000 3,615,000 2,224,000 8.93 1% 1.78 1,796,000 6,661,000 
1911.... 25,638,000 3,323,000 1,953,000 781 7 75 203,000 5,286,000 
1910.... 28,296,000 4,227,000 2,903,000 = 11.61 7 4.24 1,233,000 4,955,000 
1909.... 19,596,000 2,769,000 1,629,000 *6.52 4% see 1,221,000 5,921,000 
1908.... 18,694,000 3,047,000 1,971,000 789 3% $1 889,000 4,700,000 
* Estimated. 
‘After allowance for 7% dividends on preferred. 
* Also 6%% in script on account of accumulated dividends. Payable % of 1% on Oct. 1, 


1909, and 1% yearly to Oct. 1, 1915. 
* Declared so far this year. 





far never exceeded the $32,000,000 mark, 
the investor must remember that the com- 
pany has followed a conservative policy 
in capitalizing new construction. If fur- 
ther improvement in the steel industry 
warrants further expansion by the Re- 
public Iron & Steel Co., it is probable 
that earnings will be called upon to sup- 
ply at least a part of the required funds. 

From an investment viewpoint the pre- 
ferred stock with its 12 per cent. accumu- 
lation of dividends is attractive. The 


There is no reason to believe that the 
preferred dividend is not secure for the 
time being. On the contrary, there is 
every reason to look forward to liquida- 
tion of part, if not all, of the accumulated 
12 per cent. back dividends during the 
next year. The common stock is a spec- 
ulation, but if the hopes of those who are 
most optimistic on the steel situation and 
Republic’s earnings, are realized, it 
should prove a very profitable specula- 
tion at its present prices. 





Industrial Investment Digest 





INDUSTRIALS 


Aetna Explosives Co—WHEN NEW 
plants are running full earnings will be 
close to $3,000,000 a month. Recent sale 
of $1,000,000 common stock brought out- 
standing total to $7,000,000. 


Allis-Chalmers.—-OPERATING AT 75% 
capacity. Orders on books said to total 
American Sugar Refining—LAST SIX 
weeks has not been satisfactory period, ow- 


ing to decline in raw sugar under pressure 
from beet sugar producers. Latter are sell- 
ing against entrance of sugar to the free 
list next May. 


American Malting—EARNINGS were 
poor for the year ended August 31, because 
of falling off in beer consumption due to 
cool weather. Earnings by American Malt 
Corporation, the holding company, esti- 
mated at not much more than 1% on pre- 
ferred for year ended August 31, against 
3.6% in 1913-14. 
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American Steel Foundries—-RECEIVED 
moderate size war order for ingot work, and 
reports better railroad equipment demand. 


American Ice—HOT WEATHER in 
September meant good profits. Sales were 
so large as to almost exhaust reserve supply. 


American Can.—READY TO commence 
work on $40,000,000 war order for shells, on 
which profits are estimated at $9,000,000, or 
about 21% on the common stock. Company 
is said to be negotiating new war order. 


American Locomotive—REPORT FOR 
year ended June 30 showed gross of $9,- 
300,000 against $30,000,000 in 1914, and 
deficit of $1,492,000 before dividends, com- 
pared with surplus of $2,076,000 for previous 
year. Will require $3,242,000 to put com- 
pany in same position as at end of 1914. 
Profits of $6,000,000 on war orders would 
about offset last year’s surplus and pay off 
a portion of $3,666,000 notes outstanding. 


American Woolen.—ITALY HAS placed 
large orders for blankets and woolen cloth, 
including 500,000 yards for coats for Italian 
Calvary, on which it is believed company 
will net $1.50'a yard. War orders now total 
$20,000,000, which, with good domestic busi- 
ness, insures full operations for many 
months. 


American Cotton Oil—SOLD $5,000,000 
2-year 5% notes to retire equal amount of 
44%% debentures maturing November 1. 


American Brake Shoe—DECLARED 
regular quarterly dividend of 2% on pre- 
ferred and 14% on common. Is figuring 
on $25,000,000 shell order, which would mean 
a profit of $6,000,000. Has closed largest 


order for railway material in last three 
years. 
Bethlehem Steel—GRADUALLY  retir- 


ing bonds and spending millions for im- 
provements. Some _ shareholders expect 
melon-cutting next spring. Schwab denies 
preferred is entitled to more than 7%. Com- 
pany shipping 15,000 shells daily, which will 
be increased to 25,000. 


Cambria Steel—OFFICIAL 
ment expected in reference 
Steel-Pennsylvania Steel deal. 


Chicago Pneumatic Tool—PRESIDENT 
DUNTLEY says company is operating 
above normal and prosperity due to com- 
mercial demand, not war orders. 


Cramp Shipbuilding—EARNINGS run- 
ning at rate of more than 25% per annum. 
Certain stockholders will urge dividend re- 
sumption early next ‘year. Business is 
largest in company’s history, and demand 
for ships is sufficient to keep operations at 
full for several years. 

Canadian Car & Foundry.—WILL com- 
mence delivery of shells shortly. Has con- 


tracted to deliver to Russian Government 
1,500,000 high explosive and 1,500,000 shrap- 


announce- 
to Cambria 


nel shells valued at $53,000,000. War orders 
so far total $140,000,000. Directors will de- 
clare common and preferred dividends 
within néxt two weeks, it is said. 


Colorado Fuel & Iron—YEAR ENDED 
June 30 showed deficit of $335,000 against 
$906,000 deficit in 1914-15. 


Continental Can —DECLARED _ initial 
dividend of 14% on common stock. Said 
to be earning at the rate of 14% per annum 
on common. Negotiating with foreign gov- 
ernment for order on shell cases. 


Crucible Steel—AGAIN PASSED pre- 


ferred dividend. 


Cuban-American Sugar. — EARNINGS 
available for common estimated between 
50% and 60% for year ending September XX. 
Initial common dividend expected. 


Distillers Securities—DIRECTORS de- 
cided to defer consideration of resumption 
of dividends. Distilling Co. of America de- 
clared regular quarterly dividend of % of 
1%. Holding company is conserving cash 
resources for extensions and improvements. 


Dominion Steel—LISTED on New York 
Curb. Reported to be making profits at 
rate of $5,000,000 a year on benzol and 
tuluol output. 

Driggs-Seabury.— RECEIVED $8- 
000, war order requiring 30,000 tons 
shrapnel steel. Part of terms include irre- 
vocable credit of $22,000,000, of which 25% 
to be available at once. 


DuPont Powder.—HAS BOUGHT large 
amounts of alcohol to enter into aniline 
dye industry on large scale. Reported per- 
sistently that DuPonts are buyers of Indus- 
trial Alcohol stock. 


Electric Storage Battery—DECLARED 
regular quarterly dividend of 1%. In first 
six months of 1915 earned about 8% on 
common stock. 


Ford Motor Co. of Canada.—NET earn- 
ings for present year estimated at $3,000,000, 
or 300%, on stock. Detroit interests inti- 
mate stock dividend this fall should be be- 
tween 600% and 700%. Stock is now quoted 
around $1,500 a share. Henry Ford says 
he will make new motor farm tractor as 
necessary to people of the future as are 
plow horses today. 


General Electric—APPRECIATION IN 
market price of stock since war began totals 
$25,000,000. Profits on war business will run 
below rather than above $5,000,000. Di- 
rector says stock’s advance has over dis- 
counted war profits. 

General Fireproofing —DECLARED reg- 
ular quarterly dividend of 134% on preferred 
and 14% on common stock. 

General Motors —CASH BALANCE on 
October 15 will total $10,000,000. In four 
years and ten months, under present man- 
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agement, company has earned $16,500,000, 
or 189.7%, on common stock. Cash divi- 
dend declared of 50%, means distribution 
of $8,250,000. 

Goodyear Tire—AUTOMOBILE TIRE 
output this year will reach 2,000,000 mark. 


Goodrich—EARNING better than $10 a 
share and directors are expected to take up 
matter of common dividends at next regular 
meeting. 

International Agricultural.«WILL share 
in large contract closed by Tennessee Cop- 
per with DuPont Powder interests for big 
tonnage of sulphuric acid. International-has 
contract with Tennessee to take latter’s 
acid output up to 225,000 tons per annum. 


International Harvester Co. of New Jer- 
sey—DECLARED regular dividend of 
14% on common stock. No action taken 
on Harvester Corporation common divi- 
dend. 


International Nickel—LISTED on Stock 
Exchange. Earnings running at rate of bet- 
ter than 25% on stock. 


International Steam & Pump.—v. S. DIS- 
TRICT Court denied motion brought by 
Rogers, Sturgis and other preferred stock- 
holders for intervention in foreclosure suit 
brought by Guarantee Trust Co. Joint re- 
organization committee has declared re- 
organization plan operated. 


Lackawanna Steel—EARNINGS at rate 
of $6 to $7 a share. Profits from its benzol 
are at rate of 4% annually on stock. August 
earnings for dividends will probably total 
$400,000. 


Maxwell Motors —EARNED 8% on com- 

mon in year ended July 31. Outlook is for 
10% or better for current fiscal year. 
_ National Lead—PRODUCTION booked 
for more than year ahead. United States 
Cartridge, a subsidiary company, has $20,- 
000,000 in war orders. It produces 750,000 
cartridges a day. 

National Steel Car., Ltd—SHIPPING 
2,000 shrapnel shells a day. Initial dividend 
on preferred, including payment on accum- 
ulated dividend account, expected towards 
close of year. 

New York Air Brake—TURNING OUT 
2.000 shells and 5,000 cartridge cases a day. 
War orders total $20,242,000, officially 
stated. 

pen Motor Car—HANDLED $15,- 

800,000 gross business for year ended Au- 
gust 31, a gain of 25% over preceding year. 

Reo Motor Car—DECLARED regular 
quarterly dividend of 2%% and an extra 
cash dividend of 12%%. 

Rumley.— REORGANIZATION PLAN 
contemplates reduction in capital issues, in- 
terest bearing and other debts from $34,- 
450,000 to $29,875,000, and in annual fixed 
charges from $637,000 to $210,000 

Sears-Roebuck.—SALES FOR. August 


17% 


totaled $7,194,000, over 


August, 1914. 


Sloss-Sheffield—-DECLARED quarterly 
dividend of 134% on preferred, payable in 
scrip October 1. Dividends will be payable 
in cash with interest at 6% on October 1, 
1916. 


Steel Co. of Canada—IN ADDITION to 
resuming regular dividends on preferred, 
directors recommend 7% accumulated divi- 
dends be paid. Common stock expected to 
go on a dividend basis early next year. 


Studebaker —INDICATIONS that com- 
pany will earn as much as 40% on common 
in current year. Expects to realize hand- 
some profit on $25,000,000 war orders. 


Submarine Boat—HENRY B. CARSE, 
vice-president of Hanover National Bank, 
has been elected president of Electric Boat 
Co. and president of New Submarine Boat 
Corporation. Two-thirds of stock of old 
company has been turned into be exchanged 
for new stock. 


Swift & Co—ARGENTINE properties 
for year to September 30 will show profits 
equal to 3% on $75,000,000 Swift stock. 


Union Switch & Signal—WAR ORDERS 
of $12,000,000 may show profits of $3,000,000, 
or about 50% on company’s stock. Business 
in hand will keep plants at capacity for two 
years. 

United Drug Co.—TO T- AKE over Riker- 
Hegeman stores from United Cigar Stores 
interests. 

United Fruit—NET EARNINGS for 
year ending with September will exceed 
preliminary estimate of $7,000,000 and may 
be equal to 16% on stock. 

United States Industrial Alcohol.—O UT- 
PUT for next year sold ahead. Contracts 
with Hercules Powder Gs. for new product 
to be used in manufacture of powder are 
said to insure profits of 50% on common 
in the next three years. 

United States Realty & Improvement.— 
IS LIABLE for damage suits resulting from 
Seventh avenue dynamite explosion, under 
contract which company made to construct 
that section of new subway in New York. 

United States Rubber—DIRECTORS 
have consented to request by 700 stockhold- 
ers for semi-annual reports. 

United States Steel—SHIPPED first car 
of tuluol, valued at $48,000. Earnings on 
common in last quarter estimated at annual 
rate of 20 to 25% 

United States Worsted—IS SHARING 
in the improvement in woolen and worsted 
trades. All departments working overtime. 

Virginia-Carolina Chemical.—IS produc- 
ing sulphuric acid on a considerable scale 
at cost of only $7 a ton. 

Westinghouse Electric—COMMON divi- 
dend increased from 4 to 6% basis. War 


contracts total $60,000,000 


a gain of 
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_ Willye-Overland—SHIPPED 11,460 cars 
in August or three times August, 1914, out- 
put. rnings on common stock for year 
ended June 30 last estimated at upwards of 

per share, and current earnings are 
larger. 

Woolworth.—IN FIRST eight months of 
1915 gross business increased $2,794,000, or 
6.8%. Year as a whole ought to show 
between 12 to 13% on common stock. 





RAILROADS 


Atchison—ANNUAL REPORT now in 
preparation. Will probably show surplus 
for common of 9% or more. Officially esti- 
mated that canal competition cost Atchison 
$1,250,000 in last fiscal year. July earnings 
increased $800,000, and net nearly $500, 
over July, 1914. 

Atlantic, Gulf & West Indies—PLANS 
to build $4,000,000 to $5,000,000 of steamers 
during next five years. Earning on pre- 
ferred at rate of 15% per annum. 


Chicago & Northwestern —YEAR ended 
June 30 showed 7.67% on common and pre- 
ferred stocks, against 7.93% for previous 
year. 

Cincinnati, Indianapolis & Western.— 
SOLD at foreclosure to joint reorganization 
committee representing bondholders. Road 
will be reorganized and operated inde- 
pendently of Cincinnati, Hamilton & Day- 
ton. 

Denver & Rio. Grande—GROSS revenues 
decreased $1,770,000 in fiscal year ended 
June 30, but surplus for dividends of $1,- 
419,000, equal to 2.84% on preferred, was 
$18,000 larger than for 1914. 

Erie—IN FIRST eight months of cur- 
rent year earned $1,500,000 more net than 
same period in 1914. Earnings in excess of 
fixed charges may reach $5,000,000 for 1915. 
Dividend resumption is mentioned in con- 
nection with both preferred stocks, as 4% 
would require only $2,550,000. 

International Mercantile Marine—RE- 
ORGANIZATION plan declared operative 


NORM TNT MT 
WHY THE RAILS ARE SELLING LOW 
Foreign liquidation of railroad issues. 
Uncertainty and apprehension as to political situation. 
Record of poor railroad earnings for fiscal year ended June 30. 


NUL Me 


Aurora, Elgin & Chicago—PRELIMIN- 
ARY income report for year ended June 
30 shows 5.34% on preferred against 6% 
paid. At September meeting quarterly divi- 
dend of 14% on preferred passed. 


Baltimore & Ohio—AUGUST tonnage 
10% ahead of previous August. Preliminary 
report for year ended June 30 showed gross 
7 sb non or 8% less than 1914, and net of 

7,890,000, or $3,129,000 ahead of previous 
year. Surplus after 5% on common ap- 
proximately $770,000. 

Buffalo & Susquehanna—BONDHOLD- 
ERS at a receiver’s sale bought in the Buf- 
falo & Susquehanna for , It has not 
been determined whether road will be 
continued or abandoned. 

Canadian Pacific—GROSS from July 1 
to September 7 totaled $17,663,000, compared 
with $21,483,000 for same period in 1914 and 
$25,500,000 in 1913. 

Chicago Great Western—SURPLUS for 
fiscal year ended June 30, $857,000, equal 
to 195% on preferred, compared with 
2.4% for preceding year. 

Chicago, Indianapolis & Louisville— 
YEAR ended June 30 showed surplus of 
$239,773, equal to 4.79% on $5,000,000 pre- 


ferred, against 2.91% for the previous year. 


by committee. Preferred stockholders 
threaten to contest plan in courts. Com- 
pany will earn over $30,000,000 net this year. 
Reported that plan will be modified by 
elimination of $2.50 assessment on preferred 
and common stocks. 


Maine Central—STOCKHOLDERS at 
annual meeting October 20 will vote on re- 
tiring $10,000,000 par outstanding stock and 
issue in place thereof $3,000,000 preferred 
stock to receive 5% annual dividends and 
$7,000,000 25-year first mortgage bonds, 
bearing interest not exceeding 5% per an- 
num. Declared regular quarterly dividend 
of 14%. 


Minneapolis, St. Paul & Sault Ste. Marie. 
—REPORT for year ended June 30 showed 
balance of $2,092,000 equal to 8.29% on com- 
mon compared with 7.79% of previous year. 


Missouri, Kansas & Texas.—FINAN- 
CIAL readjustment planned and expected 
to be finished shortly. Plan will include 
comprehensive readjustment of fixed debt 
and scaling of interest charges. 


Missouri Pacific—CIRCUIT COURT 
has granted Guaranty Trust’s application to 
foreclose mortgage given by railway to se- 
cure first and refunding bonds. 
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New Haven—REPORT FOR 1915 fiscal 
year expected to show surplus after charges 
of more than $2,300,000. July surplus earn- 
ings after interest charges showed increase 
of more than 100% compared with July, 
1914. July earnings available for dividends 
were at rate of 6% per annum on stock. 


New York Central—MAKING A re- 
markable record in earnings. Seven months’ 
returns show net of $7,976,000, an increase 
of 54% over last year. Gain in business 
for seven months total $3,233,000, or nearly 
4%. Not unlikely that Central will show 
8% on stock this year. 


Norfolk & Western.—TWELVE months 
ended June 30 showed 8.76% earned on 
common against 8.96% in 1914. Surplus 
balance totaled $3,013,000 against $3,282,000 
for year previous. 

Pacific Mail—SPECIAL meeting of 
stockholders called for October 13 to vote 
on reduction of capital from $20,000,000 to 
$1,000,000, by reducing par value of stock 
from $100 to $5 and to authorize amount 


NTT 


agreed on extension of guarantee for 90 
days so that the plan or reorganization may 
be formulated. 

St. Louis & San Francisco —ABOUT 95% 
of both refunding 4% and general lien 5% 
bonds have been deposited in approval of 
reorganization plan, and ‘it is said majority 
of stock will consent. 

St. Paul—EARNED 3.28% on common 
stock in year ended June 30 compared with 
6.3% in previous year. After dividend pay- 
ments, deficit totaled almost $2,000; 
Present 4% dividend regarded as safe. 

Southern Railway—IS INCREASING 
supply of box cars for crop movement this 
all. 

Wabash-Pittsburgh Terminal.— TRAF- 
FIC arrangement with Pennsylvania ex- 
pected to assure successful reorganization of 
Wabash-Pittsburgh Terminal. Pennsyl- 
vania will exchange business with Terminal, 
which will become an adjunct to all railroads 
entering Pittsburgh District. It is expected 
larger part of bondholders will pay pro 


UU/AUIIAAUUOTUUUT ALLEYS TAR 


WHY THE RAILS SHOULD SELL HIGHER 


Foreign liquidation nearly over. 
Limited production of new railroad securities in sight. 


Better earnings now being made. 


MM 


of disbursement to be made to stockholders 
from sale of assets. 


Reading —EARNED 10.13% on common 
for year ended June 30 against 11.1% in 
1914. 


Rock Island.—ALL OF $500,000 required 
for interest on debenture 5’s due last July 
has been raised and interest will be paid. 
Guarantors of Bankers Trust Co. loan $1,- 
600,000 falling- due September 30 have 


% 





rata share of underwriting and receive new 
securities. 

Western Pacific—EARNING full interest 
for first time on $50,000,000 first mortgage 
bonds, owing to heavy passenger traffic to 
and from the Panama Exposition. Reorgan- 
ization plans will be considered this fall, 
and property may be bought in at fore- 
closure and turned over to some other rail- 
road, probably Denver & Rio Grande, to 
operate. 








THE RAILWAYS are indispensable to our whole 
economic life, and railway securities are at the very 
heart of most investments, large and small, public 
and private, by individuals and by institutions.— 


Woodrow Wilson. 
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What an Investor Should Know 
Regarding an Industrial 





CHARACTER OF THE BUSINESS 


Whether it manufactures one product or whether it has a diversified business. 
Whether its products are a luxury or a necessity. 
How near the raw material stage its product is. 
Degree of constancy of demand for its products. 


COMPETITION 


To what extent competition enters into its business. 

Whether its business is subject to ill effects of higher efficiency of competitors through improved 
manufacturing processes. 

Nature of the competition in all its aspects. 


TARIFF CHANGES 


To what extent the question of tariff enters into the company’s business. 
Whether tariff reduction is likely to bring a flood of similar products from abroad. 
What the trend of tariff legislation has been toward the company’s products. 


EFFICIENCY OF MANAGEMENT 


Skill with which the company is managed both financially and in an operating way. 
Whether the company is controlled by one man or a very small group of persons. 
Whether the success of the company is dependent on the ability of one man. 

The policy of the management over a period of years. 


CAPITALIZATION 


What proportions exist between the bonds outstanding and the amount of stocks. 
Whether the policy of the management has been toward burdening the company with debt. 


WORKING POSITION 


What the position is in respect to working capital (excess of current assets over current liabili- 
ties). 

Whether the current assets are all paper or whether a large part of them is cash. 

What proportion current liabilities in the form of Bills Payable hold to Current Assets. 


DEPRECIATION AND REPLACEMENTS 


What amount of depreciation fund is set aside each year out of earnings. 
How this depreciation charge compares with the total valuation of the property. 
Whether replacements and depreciation together amount to the normal wear and tear on the 


property. 
VARIABILITY OF EARNINGS . 


To what extent earnings vary over a period of years and with changing conditions. 
How this variability changes the margin of safety for the company’s bonds. 
What is normal proportion between net earnings available for interest and the actual charge for 


interest. 
EQUITY. 


What amount of equity is left to protect the company’s bonds. 


DIVIDENDS PAID 


Range of prices of company’s securities. 
Average price at which its bonds have sold over period of years. 


GENERAL 


There are other questions that arise out of those matters already mentioned. In the analysis of 
an industrial each point made leads ixto many others. One of these, for instance, is that of 
whether working capital is equal to the outstanding bonds. Another is whether the com- 
pany’s plants are all in one unit or scattered, 
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Tennessee Copper 


An Exceedingly Prosperous Copper Company— Large 
Profits from Sulphuric Acid—“ Insiders” Hogging 


Information. 





By C. S. BURTON 





HE JUDGMENT of mankind 
seems never to be at greater fault 
than when it attempts to classify 

its misfortunes and its blessings. The 
latter come so often in deep disguise that 
growing experience makes one hesitate 
to call a calamity by its right name. This 
is not intended to be an essay in moral 
philosophy but every intelligent mind 
must speculate upon the queer reversals 
that have arisen by reason of the war. 
The present position of the Tennessee 
Copper Company is a case in point. 

It is to be said in the beginning that 
were it not for the attitude of the present 
management of the Tennessee Copper 
Company it would be possible to write 
more exhaustively and clearly. For rea- 
sons, that undoubtedly seem quite suffi- 
cient to the management, all material in- 
formation as to current business is with- 
held, and what is here written must be 
understood to be without official sanc- 
tion. Ordinarily and almost without ex- 
ception copper producing companies 
have been glad to give to the MAGAZINE 
oF WALL Street all the details in which 
the public might be interested. In fact 
this attitude has become so general that 
it is something of a surprise to find an 
exception, clinging to the old idea that 
the public has no right to know anything 
beyond what may be presented in a for- 
mal report once a year. 

The interest, however, which attaches 
to Tennessee Copper, at the present 
juncture, is not by reason of its position 
as a maker of the red metal. In 1908, 
the Copperhill plant, which includes the 
smelter and the sulphuric acid plant of 
the Tennessee Copper Company, turned 


out 14,464,585 pounds of copper at a 
cost of 10.59 cents per pound. Up to the 
present time this is record copper pro- 
duction for the Tennessee. In earlier 
years, with a smaller output, there was a 
lower cost per pound, but since [908 cop- 
per costs have each year, with one unim- 
portant exception, shown an increase. 
With Inspiration Copper to make next 
year nearly as much copper each month 
as Tennessee makes in twelve and at a 
lower cost by more than three cents, one 
can but begin to search for the “bug un- 
der the chip.” 

The company has a comparatively 
small capitalization—200,000 shares— 
par value $25 per share. This is one 
reason why the market has always fan- 
cied Tennessee somewhat. It has not 
been such a tremendous task to start a 
little bull movement in the stock. Time 
was when Henry H. Rogers, the elder, 
was very fond of Tennessee as a specu- 
lative counter, and the writer has often 
listened to a detailed description of the 
methods and work of Mr. Rogers. The 
broker that handled the Tennessee mar- 
ket for him is now one of the principal 
factors in our growing South American 
trade ; his fund of reminiscence is largely 
hidden by the scurry of building up new 
lines of export business, but those who 
worked with 26 Broadway in the old 
days nearly always helped to make some 
stock market history. There is no such 
moving factor in Tennessee at this time, 
the controlling factors deprecate any at- 
tempt at manipulation in the shares. 
Recently there was a spectacular move 
in the price level, which moved up from 
25% in February to a high record of 65 
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in the last week in August. A 
story crept about to the effect that 
some daring short has sold what he did 
not own and later found he could not 
get, with the result that after bidding the 
stock up to the figure mentioned he 
sought private settlement. It is hardly 
necessary to say that itis quite impos- 
sible to obtain verification of such mar- 
ket gossip. The shares have eased off 
some ten points, but the stir has directed 
a very considerable amount of attention 
to the issue, its dividend record and its 
possibilities. in the way of “war order” 
profits. 

As to dividends, the Tennessee Cop- 
per Company has paid twenty dividends 
up to the close of 1914, aggregating al- 
together in round numbers $4,500,000. 

Distributions have been made in each 
year since 1903, with the exception of 
1910. The estimated cre tonnage at the 
Leginning of the current year was 5,390,- 
661 tons carrying 26.54 pounds of cop- 
per per ton. The tonnage is nearly as 
large as that shown at any time in the 
company’s existence, but the copper con- 
tent is lower. It is this element which 
accounts for the lower cost achieved with 
smaller output in the early days of the 
company. 

On the present —_ which may be 
safely estimated at 1,000,000 pounds per 
month, at a cost of, say twelve cents per 
pound (1914 costs were 11.84 cents 
per pound), profits should be six cents 
per pound, or $720,000 per annum. The 
eompany’s present dividend rate is 12 
per cent., requiring $150,000 each quar- 
ter, or $600,000 for the year’s distribu- 
tions. Our estimate, therefore, which is 
probably too small rather than other- 
wise, would show copper earnings suffi- 
cient to take care of all dividend require- 
ments, with a fairly comfortable margin, 
though the return upon the present mar- 
ket price of $55 would be but 6% per 
cent. So much for the copper produc- 
tion of the company, which brings us to 
the disguised blessings of which we 
spoke. 

The chief interest which attaches to 
Tennessee Copper now arises from its 
sulphuric acid production, into which it 
was forced by continued litigation. Cop- 


perhill, or the Ducktown district, is in 
the southeast corner of the State of Ten- 
nessee, and the early operations of the 
smelter at Copperhill spread devastation 
down across the Georgia line, as the sul- 
phur fumes were carried by the prevail 
ing winds. The State of Georgia took 
up the matter in the Federal courts and 
to obviate further trouble, the sulphuric 
acid plant was built, at a cost of about 
two million dollars. It is stated to be 
now the largest sulphuric acid plant in 
the world, and its present production, 
production costs, output and working 
profit are matters about which no infor- 
mation is to be had, and from this point 
we must work by deduction as far as 
may be. 

In 1913, the acid plant turned out 
197,713 tons of acid, all of which went 
under contract to the International Agri- 
cultural Corporation. During that year, 
however, the original agreement where- 
by the fertilizer company took all of the 
acid output was so far modified as to al- 
low the copper company to sell under 
certain conditions, not given in detail, 
such acid as might be produced in excess 
of the fertilizer company’s requirements. 
The Boston News Bureau is authority 
for the statement that the price of acid 
to the International is $4.81 cents per 
ton. In 1912, copper output was 13,493,- 
140 pounds, at a cost of 11 cents per 
pound, or a otal cost of $1,484,245.40. 
Gross cost of commodities sold is given 
as $2,256,809.91, deducting the cost of 
the copper, there remains $1,772,564.51, 
representing the cost of 197,713 tons of 
sulphuric acid, which is equivalent to 
about $8.90 per ton. There was, how- 
ever, produced in this year some 4,257,- 
822 pounds of copper from custom ores, 
the cost of which is undoubtedly includ- 
ed in the item “Cost of commodities 
sold.” As there is no way of arriving at 
any figure as to this item, you are with- 
out a basis for figuring either cost of 
acid or the price at which it was sold. 

The company’s report for the follow- 
ing year fails to give the amount of cus- 
tom ores handled, while giving all details 
as to copper costs so far as Tennessee 
production proper goes, the actual dats 
as to acid is effectually concealed. While 
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left, therefore, without a guide as to the 
profits arising from acid production, the 
situation must be taken to have some 
very interesting possibilities. In or- 
dinary times the fertilizer companies use 
more than half of the acid produced in 
the United States. 

Since the outbreak of the war the de- 
mand for sulphuric acid has greatly in- 
creased as it is one of the chief ingre- 
‘dients in the making of picric acid used 
in all “high explosives.” All of the acid, 
so used, is of higher strength than that 
required in the making of super-phos- 
phates, and has recently advanced in 
price very materially. 

In August the price of sulphuric acid, 
testing 66 degrees, jumped from $20 to 
$40 a ton, an increase of 100 per cent., 
accompanied by the report that the Brit- 
ish government was in the market for 
20,000 tons. An increase of $20 a ton 
in acid prices means something like a 
$4,000,000 increase in profits per annum 
to Tennessee on an annual production of 
200,000 tons. In other words, it means 
increased earnings of $20 a share on 
Tennessee’s 200,000 shares outstanding. 
While the company will not realize any 
such average price for this year’s output, 
the foregoing is of interest as indicating 
to some degree what the “war demand” 
for sulphuric acid and consequent higher 
prices mean to the company. 

It is evident that the Tennessee Cop- 
per Co. is making a lot of money. Just 


how much will continue to be, under 
present non-publicity methods, the ex- 
clusive knowledge of the “insiders.” 
Stockholders must content themselves 
with getting an inkling on how the com- 
pany’s affairs are progressing by watch- 
ing the market movements of the stock. 
It is stated that this year’s profits from 
the copper producing end of the business 
will be sufficient to take care of the pres- 
ent $3 dividend rate, with an ample mar- 
gin of safety. Acid profits have been es- 
timated as high as 50 per cent. on the 
company’s stock. Tennessee ought to be 
in a position in the not distant future, 
therefore, to declare something hand- 
some in the form of extra dividends from 
its acid profits. 

That the company’s new-found pros- 
perity is a sporadic outburst arising from 
unusual conditions is plain. As long as 
the war lasts the demand for acid should 
continue to yield Tennessee large profits, 
as sulphuric aciu manufacturing plants 
cannot be reared overnight. Tennessee 
began to produce sulphuric acid in 1908, 
but it was several years before produc- 
tion crept to within hailing distance of 
the rated capacity of 225,000 tons. It 
would appear that competition in the sul- 
phuric acid producing field is not likely 
to be a matter of sudden growth, espe- 
cially in view of the fact that a sudden 
cessation of hostilities would doubtless 
be accompanied by a flattening out of the 
sulphuric acid markets. 
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Chile Copper 

G. R. B., Lancaster, Penna—We have no 
hesitation in recommending’ Chile Copper as a 
speculative investment. The question is, 
when is the opportune moment to buy into 
the company? If you are willing to hold 
your stock until Chile is on its full earnings 
capacity, it would seem that the present price 
for the stock is not high. 

But by waiting you are likely to have an 
opportunity to get the stock cheaply. Copper 
is selling at an abnormally high figure (18 
cents), and Chile, along with other copper 
stocks, is probably selling higher than it 
. would now be selling if copper was near its 
normal level of about 14 cents a pound. In- 
asmuch as there is a record world produc- 
tion of copper under way, we believe that the 


price of the metal will work lower eventually. 
It might pay you to wait. 





Butte & Superior 


E. L. W., N. Y.—We regard Butte & Su- 
perior as selling at an abnormal price (64). 
based upon an abnormal spelter market. 
There may be a further rise co-incident with 
further advances in the metal, but eventually 
—just how soon it is impossible to say— 
spelter should come back to 5 cents a pound, 
where it normally belongs, and Butte should 
sell off proportionately. 

Unless you are in a position to forecast the 
movements of the metal market, we think it 
— to purchase Butte & Superior at these 
evels. 
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Ventura Consolidated Oil 


K., Akron, Ohio—Ventura Consol- 
idated Oil- Fields is too new a company to 
justify in expressing an opinion with any de- 
gree 6f emphasis. It seems to have the ear- 
marks of a solid enterprise, but until the 
company has demonstrated its earning power 
it cannot be regarded as other than a specu- 
lation. The capitalization of $2,204,485 does 
not appear to be excessive, provided the hold- 
ings of the subsidiary companies, whose stock 
the Ventura corporation owns, is as valuable 
as indicated. Good names appear in connec- 
tion with the company, and if anything can 
be deduced from that, it would seem that as 
speculations go, this concern’s stock is at- 
tractive from that point of view. 

We regret that we are unable to speak 
more definitely on the company at this time. 





Kennecott Copper 

F. K. C., Morgantown, W. Va.—Kennecott 
(52) has had a very considerable rise, which 
has been accompanied, as is usual in such 
cases, by more or less extremely optimistic 
reports of its. value. There is no question 
but that Kennecott is a very valuable prop- 
erty, but then there is considerable question 
as to whether or not the stock has not been 

“over-boomed.” In view of its rise, and in 
view of the abnormally high price for copper, 
it might not be bad judgment for you to take 
your profits and risk getting the stock back 
at a lower price rather than to risk seeing 
your profits melt away. 

On the other hand, there is the chance that 
the stock may show further considerable ap- 
preciation, if only one of the stories now cur- 
rent are true. If you are disposed to accept 
these reports on their face value, it might be 
a good plan to protect yourself against loss 
by putting in a stop-loss order and let your 
profits run. 





Success—Mother Lode 


W. H., Brooklyn.—Success Mining is_lead 
and zine producer located in the Coeur 
d’Alenes in Idaho. It is able just now on 
the abnormal price of spelter to make large 
profits which are being paid out in monthly 
dividends. The unsatisfactory feature is the 
fact that large amounts of stock have been 
for sale simultaneously with dividend pay- 
ments. 

Those who bought in the earlier stages of 
the property have made money, but we think 
those who take market profits while they can 
get them will prove to be wise. 

Mother Lode is a very attractive, cheap 
speculation. The pro ty is apparently of 
the same nature as the Kennecott, and the 
mine will probably be taken over sooner or 
later by some o bl larger copper people 
who can provide the money to develop the 


ground more fully when it should sell for 
much more than its present price. There 
seems to be little doubt as to the merit of the 
property itself. 

Dome—International Nickel 


R. M., New London.—Domes Mines is con- 
siderably speculative. It has had such a big 
advance that we are inclined to feel the best 
news about it is represented already in its 
price. Like all the stocks of this character 
the upward market may carry it to higher 
prices again, however. International Nickel 
is a good stock but rather high. True they are 
talking additional dividends, but if you buy it 
you must watch it over the coming months. 
Its big move has been based on war business. 

Allis-Chalmers at 40 is a fair speculation. 
Fifty is talked for it, but it is not worth that 
intrinsically. But you know what the market 
has been doing with all such stocks of the war 
order group. American Zinc at 51 seems a 
purchase. The metal markets are weak but 
we believe a big buying movement will set in 
again and this stock will rove accordingly. 

The selling prices you mention are certainly 
far enough in advance of present quotations in 
most cases to insure a good profit. Beth. 
Steel, Can and E. Boat could well be sold at 
the prices mentioned, but we would hold to the 
Car & Foundry issues and Locomotive and 
Inspiration Copper. There seems to be much 
ahead for all of them. 








International Petroleum 

T. F., Brooklyn.—International Petroleum 
is subject to the conditions in the oil business 
which just now happens to be doing somewhat 
better than it has done for some time. We 
would not say that 9% is a high price for the 
stock, nor would we say it is altogether cheap. 
With a big boom in the oil business the stock 
ought to sell higher. 





International Petroleum 


W. P. E., New York City.—International 
Petroleum Company, formed last year to 
acquire control of several big companies oper- 
ating in Peru, is controlled by the Imperial Oil 
Company, Ltd., of Canada, which in turn is 
controlled by the Standard Oil Company of 
New Jersey. It has 1,200,000 of its shares out- 
standing, par $5, of a total authorized issue of 
4,000,000, or $20,000,000 par value. 

The stock has speculative possibilities. 
There is unofficial talk of dividends this year, 
but in view of the well-known conservatism of 
Standard Oil interests, it seems more likely 
that the earnings will be put back into the 
property for a while longer at least. Earnings 
are said to be running large on the stock, and 
the improvement in oil prices should help the 
market price if that improvement holds. 








SOME SPECULATORS are born lucky, but they make 
poor models for the average INVESTOR who tries to 


follow in their footsteps. 
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Boston Mexican Petroleum.—HAS struck 
big well flowing 80,000 bbls. a day in Panuco, 
Mexico. New “gusher” is 78 feet from 
famous Corona well owned by Royal Dutch 
Shell Co. Boston Co. has only $160,000 
capitalization. 

Buckekye Pi 
Commission mt. md 
$35,000,000. 

Colonial Oil—PLANS to liquidate are 
completed, and company’s affairs will be 
wound up by end of year. Liquidation 
value of Colonial stock said to be much in 
excess of market quotation 135 to 145. 

Continental Oil—RUMORS from the 
West are to effect that company may de- 
clare extra dividend, as every cent a gallon 
advance in gasoline prices means large in- 
crease in profits. Company’s sales lately 
show a larger increase, owing to the in- 
creased use of automobiles in the Rocky 
Mountain States. Sales are estimated to be 
running 40% to 50% ahead of 1914. 

Guffey Oil—J. M. GUFFEY PETRO- 
LEUM CO has filed amendment to charter 
decreasing stock from $15,000,000 to $2,500,- 
000 and changing company’s name to Gulf 
Products Co. Has been conducting extens- 
ive oil prospecting operations in Texas of 
late, where it owns oil and gas lease on 
1,200,000 acre H. M. King Ranch. 

Illinois Pipe Line—ILLINOIS TAX 
Commission has valued company’s property 
at eter All pipe lines in State valued 
at $43,300,000 for 1915, compared with $37,- 
300,000 for 1914. 

Mid-West Refining—REFINERIES are 
operating at capacity because of increased 
sales. ugust earnings are said to have 
made new high record and were at the rate 
of more than 10% annually on the $18,000,- 


Line—ILLINOIS TAX 
d Buckeye’s properties at 


000 stock. Business of Standard Oil Com- 
panies, which Mid-West supplies, is estab- 
lishing new records. 

Pen-Mex Fuel—COMPANY’s August 
shipments from Tuxpam totaled 221,438 
bbls. to New York, 110,410 to Baton Rouge 
and 48,500 to the Argentine. 

Standard Oil in China—PEKIN cable 
says, “Because of difficulty in determining 
what provinces are best suited for market- 
ing and operating purposes, negotiations 
between Government of China and Stand- 
ard Oil Co. have been temporarily sus- 
pended. They have not been dropped. They 
wlil be resumed just as soon as prospecting 
now under way has ascertained available 
area in Shenzi province.” 

Standard Oil of Indiana.—VICE-PRESI- 
DENT DRAKE says business is improving. 
It is planned to add 300 to 400 men to Whit- 
ing force, thereby increasing labor capacity 
about 20%. 

Standard Oil of New Jersey —EARN- 
INGS understood to be running in excess 
of 50% on stock. Although shorn of 33 
companies, is still the biggest refining con- 
cern in Standard Oil group. Amount re- 
ceived from sale of pipe lines estimated up 
to $50,000,000 in cash, or part cash and part 
securities. Company is known to have 
enormous cash balance and book value of 
stock is placed between $600 and $650 a 
share. Should assets of underlying concerns 
be rated at full value, stock of holding com- 
pany would have book value of $1,000 to 
$1,200 per share. From proceeds of pipe 
line sales, stockholders expect extra divi- 
dends towards end of the year. 

Texas Oil—TWO NEW gushers running 
11,000 bbls. and 10,000 bbis. a day in Humble 
Field, South Texas, have been completed. 
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American Smelting & R —SIX 
months ended June 30 show 015,000 
equal to 4.30% on $50,000,000 common 
against $1,957,000 equal to 3.91% for same 
eriod 1914. Balance after dividends $1,015,- 

, an increase of $58,389 over 1914. Presi- 
dent Daniel Guggenheim said income in 
first portion of or was hurt by lack of 
earnings from Mexican properties and low 
prices caused by war. At present works 
in this country are running at capacity and 
smelting and refining capacity now equals 
the present maximum mining producition. 
Cash on hand and in transit, as result of 
decrease in metal stocks, gained $11,115,000 
in six months. 


Anaconda Copper—_MANAGEMENT not 


pushing production. Next year company 
will be fo to turn out 360,000,000 Ibs. of 
copper per annum. Co, has not profited 


much from high sulphuric acid prices, as 
company uses much of its acid in leaching 
operations, and freight rates prevent suc- 
cessful competition with Eastern producers. 
Copper has been made from Anaconda’s 
tailings at cost less than 6c. a lb. Ten per 
cent. of company’s 1916 output has been 
booked. 

Arizona Commercial. — SUBSTANTIAL 
net profits are being made each month and 
working capital is being rapidly increased. 


Braden.—PRODUCED 21,000,000 Ibs. of 
copper in first eight months of 1915, in- 
crease of 2,600,000 Ibs. over like period in 
1914. Average copper content of ore treated 
in August was 2.19% ot 2.08% in July. 
Mill extraction was 77.12% against 76.3% 
in July. Winter season has about ended 
in Chile and operations may be somewhat 
larger. 
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Butte & Superior—AUGUST was Butte’s 
record month. Recovery from tons milled 
was 93.07% against 91.60% in July, and 
pounds of zinc in concentrates was 14,466,- 
090 Ibs. against 13,879,000 in July. Regular 
quarterly dividend of 75c. and extra dividend 
of $5 a share declared early in September, 
making total of $9.75 paid in dividends this 
year to date. August earnings estimated to 
be $4.50 per share on stock. 


Calumet & Hecla—DECLARED quar- 
terly dividend of $15 a share. As extraor- 
dinary expenditures are now about com- 
pleted, Calumet is expected to go on higher 
dividend basis. Holdings of stock in Lake 
Superior mining companies have market 
value of more than $19,000,000. 


Champion Copper—DIRECTORS de- 
clared dividend of $2 a share, bringing divi- 
dend total to $21 since February 21 last. 


Chino.—EARNINGS estimated at rate of 
more than $5,000,000 a year in excess of divi- 
dend requirements. Low price of stock due 
to foreign selling. Declared quarterly divi- 
dend of 75c. as against 75c. in June and 50c. 
in March. Has paid $6.75 a share since 
organization. 

Copper Range Con—STOCKHOLDERS 
will meet October 8 to vote on proposition 
to dissolve company. Copper Range Com- 
pany of Michigan will give its 400,000 shares 
for old company’s 100,000 shares. Purpose 
of dissolution is to avoid multiple taxation. 
Earnings estimated at rate of $11 to $12 per 
share annually. 

East Butte Copper—AUGUST produc- 
tion was 1,785,000 lbs. compared with 2,000,- 
000 Ibs., the high record, for previous month. 
July profits were $125,000, June $120,000 
and May $58,000. 

Granby Consolidated —DECLARED divi- 
dend of $1.50 a share. Hidden Creek smel- 
ter handled 75,000 tons in August. Fourth 
unit of smelter now in operation. July pro- 
duction totaled 3,889,000 lbs. of copper, a 
new high record. Earnings estimated at 
rate of $24 a share. Expectations of extra 
dividend around end of year. 

Great Northern Ore—JAMES J. HILL 
says reported merger of company with Colo- 
rado Fuel & Iron is “poppycock.” Esti- 
mates of unmined ore in company’s holdin 
between 400,000 and 500,000 tons. On 10,- 
000,000 tons yearly production, Great North- 
ern could pay $6 a year on its certificates. 

Inspiration Cons.—MILL should be oper- 
ating full by end of year, and company 
turning out copper at rate of 12,000,000 Ibs. 
a month. In August 85,000 tons were han- 
dled. This month should show total 125,- 
000 tons. Inspiration’s 1915 production esti- 
mated at 25,000,000 to 30,000,000 Ibs. 

Island Creek Coal—DECLARED regular 
qaurterly dividend of $1.50 on preferred and 
50c. on common stock. Produced 220,000 
tons in August. Eight months’ production 
to September 1 totaled 411,000 tons. 


Miami—PRODUCED 4,038,000 Ibs. in 
August at cost slightly above 8.26c. a Ib. 
Producing at rate of 50,000,000 Ibs. per an- 
num. Will take up treatment of 4,000,000 
tons of tailings. 

Nevada Consolidated—DECLARED reg- 
ular quarterly dividend of 37%c. a share. 
Since organization has paid $9.50 a share. 

Nipissing —NIPISSING MINES CO. de- 
clared regular quarterly dividend of 5%. 
Nipissing Mining Co., Ltd., the holding con- 
cern, showed cash on hand July 1 of $655,- 
000, bullion in transit $331,000 and ore on 
hand and in process of $400,000, making a 
total of $1,387,000. 

Old Dominion—DECLARED quarterly 
dividend of $1.50 compared with $1 three 
months ago, and 50c. six months ago. Pro- 
ducing at rate of 36,000,000 Ibs. per annum, 
at cost of 9c. a Ib., and earning over $10 
per share on 18c. copper. Should maintain 
present dividend rate on present production 
even on 15c. metal market. 

Phelps, Dodge—INDICATIONS COM- 
PANY will pay at least $20 in dividends this 
year, even if not more than $3 is distributed 
for last quarter. 

Pittsburgh Coal—REORGANIZATION 
plans for readjustment of capitalization vir- 
tually completed. Corporate home to be 
moved from New Jersey to Pennsylvania. 
Present bonded debt of approximately $28,- 
000,000 to be retired through sale of Mon- 
tour Railroad and certain portions of coal 
lands. Preferred stock totaling $27,000,000 
to be converted into common, and accrued 
dividends of 42% to be adjusted probably in 
part at least, by issue of stock. On new 
basis company would be in a position to 
start dividends on new class of stock. 

Ray Consolidated—DECLARED  quar- 
terly dividend of 37%c. a share, making total 
of $2.62%, or $3,814,967 in dividends since 
organization. 

St Joseph Lead—DECLARED quarterly 
dividend of 14% and extra of 1%. Earnings 
for first and second quarter of this year 
equal to 4% and 8% on stock, respectively. 
Third quarter expected to show better. 

Shannon Copper.—MINERS in Clifton 
and Norenci districts have struck and prop- 
erties are closed down. Interests affected 
are Detroit Copper, controlled by Phelps- 
Dodge; Shannon Copper and Arizona Cop- 
per. 

Tamarack.—PRICES AT which Tama- 
rack’s outstanding stock will be acquired 
by Calumet & Hecla assumed to be between 
$60 and $100 a share. Engineers selected 
to value Tamarack property have completed 
work. 

Utah Copper.—FRENCH investors esti- 
mated to have liquidated $8,000,000 to $9,- 
000,000 of Utah stock in last eight months. 
Foreign war loan should relieve selling pres- 
sure. Declared quarterly dividend of $1 a 
share, making .75, or a total of $30,285,- 
000 in dividends since organization. _ 
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Part IV. 
The Bank Statement and the Money Market 


N the two preceding articles I have 
discussed the interpretation of 
prices, volumes and averages. I 

took up these subjects in advance of the 
fundamental factors which affect prices 
because, first, nothing is more important 
than prices, which form a sort of com- 
bined index figure recording the effect 
of the varied influences that make the 
market; and second, because these price 
and volume factors are usually neglected 
by financial writers and their usefulness 
is not generally understood. Even 
though the investor may not wish to go 
to the trouble of keeping daily records of 
prices and volumes, it is important for 
him to have the principles of their inter- 
pretation carefully in mind. 

Taking up now some of the most im- 
portant news items that appear on the 
financial page, the bank statement and 
the money market naturally present 
themselves as leaders. 

The New York bank statement covers 
all the banks and trust companies in the 
New York clearing house, or, roughly 
speaking, about one-third the banking 
power of the country. It is especially 
important because a complete statement 
is issued weekly, while similar statistics 


covering the remaining banks and trust 
companies of the country are available 
only occasionally and at somewhat ir- 
regular intervals. 

The relations of the New York insti- 
tutions with the other banks and trust 
companies throughout the country are so 
close, and New York is so quickly af- 
fected by outside conditions, that the 
New York bank statement serves very 
well to indicate the general banking po- 
sition of the United States. At times 
there are minor differences, chiefly due 
to the fact that New York is the princi- 
pal market of the country for stocks and 
bonds, so that a very active speculation 
may have greater influence on New 
York institutions than on the banks of 
the rest of the country; but these differ- 
ences are generally unimportant to the 
investor, so that the regular Saturday 
bank statement gives him a fairly ac- 
curate idea of banking conditions gen- 
erally. 

The Clearing House Association gives 
out two statements, one showing the ac- 
tual condition of.the institutions Friday 
night and the other showing the average 
condition for the week ending Friday. 
As a rule there is no important differ- 
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ence between the two statements. Oc- 
casionally, however, some important op- 
eration—such as a big bond issue or 
heavy receipts of gold—may take place 
in the latter half of the week, so that the 
actual figures vary somewhat from the 
average figures. The statement of actual 
condition is the one ordinarily consulted, 
as it is the nearest down to date. 
The statement appears in the follow- 
ing form: 
ACTUAL CONDITION. 
Change from 


1915. Prev. Week. 
GO ccrcncise <tesbesss $373,744,000 Inc.$20,806,000 
Legal tenders .........2 69,090,000 Dec. 1,275,000 
SET ecccvecesocasesee 74,062,000 Dec. 143,000 
Surplus reserve ........ 224,122,990 Inc. 15,012,080 
COGGR, GE) suvaicesesss 2,679,960,000 Inc. 25,420,000 
Res. in own vaults...... 522,157,000 Inc. 19,920,000 


Res. in Fed. Res. Bk... 139,594,000 Inc. 1,154,000 
Res. in other depositories 29,736,000 Dec. 1,915,000 
Net demand deposits. . .-2,695,240,000 Inc. 22,944,000 
Net time deposits....... 139,818,000 Dec. 2,549,000 
Coss > Konan cnekscs 36,978,000 Dec. 27,000 
Aggregate reserve ...... 691,487,000 Inc. 19,159,000 
Reserves, Deposits and Loans 


“Surplus reserve” is the item to which 
the most attention is usually paid. The 
proportion of reserves to deposits is spe- 
cified by law and when the banks hold 
more reserves than are necessary, these 
are called surplus reserves. The above 
statement shows that the banks held an 
aggregate reserve of $691,487,000—part- 
ly in their own vaults, partly in the Fed- 
eral Reserve Bank, and partly in other 
depositories permitted by the law—and 
of this amount no less than $224,122,000 
was surplus, that is, above the legal re- 
quirements. 

This shows that the banks were in an 
exceedingly strong position. They were 
free to loan, if they chose, the entire 
amount of this surplus reserve. How- 
ever, a loan is hardly ever made in cash. 
It is usually made by simply crediting 
the account of the borrower, thus in- 
creasing his deposit with the bank and 
at the same time increasing the bank’s 
loans by an equal amount. Therefore a 
loan does not directly decrease the bank’s 
reserves at all, but operates to increase 
both the deposit item and the loan item. 
Hence on the showing of the above bank 
statement the banks could easily have 
loaned over five times the surplus re- 
serve, or over $1,000,000,000, in addi- 
tion to the loans then outstanding. 

Manifestly such a condition of the 


banks makes for easy credit and low 
money rates. If, on the other hand, the 
item of surplus reserve was very small, 
or as occasionally happens in times of 
strain, a deficit instead of a surplus was 
shown, then the banks would be obliged 
to put a check on their loans, so that 
money would be hard to borrow and 
money rates would rise. 

Since many investments in stocks and 
bonds are always carried on borrowed 
money, a big surplus-reserve, making it 
easy to borrow money, is always a bull- 
ish factor in the stock market. Its effect 
is indirect, so that it is not possible to 
trace out any close relation between the 
amount of the surplus reserve and the 
course of the market; but a liberal sur- 
plus is always a necessary fundamental 
condition to the inauguration of a bull 
market, and a reduction of the surplus 
to small figures necessarily removes one 
of the props from under the market, al- 
though it may not result in any imme- 
diate decline. 

The relation between deposits and 
loans is another interesting feature of 
the bank statement. A bank has a right 
to loan not only the money that its cus- 
tomers deposit with it, but also its own 
capital and surplus, if it so desires. The 
result is that loans may sometimes ex- 
ceed deposits. But when the excess of 
loans over deposits is large it shows that 
there is a strong demand on the bank 
for loans and that the loan account is 
“inflated,” or larger than it naturally 
would be if business conditions were per- 
fectly sound. In other words, it is a 
danger sign. 

This does not mean that the bank it- 
self is in any danger, for of course it 
makes no loans without adequate secur- 
ity of some kind. The danger lies in the 
fact that business men are borrowing 
more money than they are depositing— 
and this condition would not arise if 
their business was being done on a sound 
and profit-earning basis. A material ex- 
cess of loans over deposits, therefore, in- 
dicates that general business condtioins 
are not what they ought to be. An im- 
portant excess of deposits over loans, on 
the other hand, shows that business men 
are not over-extended, but are in a posi- 
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tion easily to handle all the business they 
can get. 

Hence when the New York banks 
show a big excess of deposits over loans 
we may naturally expect that business 
will expand for some time to come and 
the prices of stocks, since they represent 
the companies which will do the busi- 
ness, may naturally be expected to ad- 
vance. The advance may be immediate 
or it may be long delayed, being held in 
check by other conditions; but a big ex- 
cess of deposits over loans shows that 
the proper foundation for expanding 
business has been laid, so far as banking 
conditions are concerned. 

In the bank statement the deposit item 
is now divided into two parts, “Net de- 
mand deposits” and “Net time deposits.” 
The two should be added together in 
comparing with loans. 


Money Rates 


Under the head of “Money and Ex- 
change” we find on the financial page 
the discount rates of the Federal Reserve 
Bank; open market discounts for bank 
acceptances maturing in 90 days or less ; 
commercial paper rates for 60 and 90 
days and also for four to six months; 
commercial paper rates for 60 and 90 
days and also for four to six months; 
call money; and time money for periods 
from 30 days to one year. 

Federal Bank discount rates have not 
yet begun to cut much figure in the mar- 
ket, though it may be expected that they 
will do so after the country becomes 
thoroughly adjusted to the new system. 
Bank acceptances also are as yet a minor 
feature. The call money rate attracts a 
good deal of attention on the stock ex- 
change, where most of the loans are 
made on call. In the past the call rate 
has sometimes fluctuated wildly, but it is 
probable that the new Federal Bank sys- 
tem will prevent that in future. As a 
rule the call rate and the rates for time 
money are not as good an index of the 
general situation as the commercial pa- 
per rate, which reflects business condi- 
tions more directly and is not so much 
influenced by minor or temporary con- 
siderations. 

In considering the effect of money 


rates it is necessary to remember that the 
more closely a security approaches to a 
pure investment standing the more it is 
affected by money rates, and the more 
speculative it is the less it is influenced 
by money rates. Strictly speaking, an 
investment is supposed to be for income 
only, without any expectation of other 
profit, but the word is often used more 
loosely than that. 

For example, a five per cent. bond 
cannot, by any possibility, pay more than 
five per cent., and if it is so strongly se- 
cured that there is no*doubt that the five 
per cent. will be paid regularly and the 
bond redeemed at maturity, then every 
factor which would warrant a change in 
the market price of the bond has been 
eliminated except one—the effect of 
money rates. But the dividend on a 
common stock may be raised or lowered 
according to the profits of the business ; 
hence many speculative factors enter into 
its market price. The money rate is only 
one of these factors, and in cases where 
the profits of the business fluctuate wide- 
ly it is likely to be a relatively unim- 
portant factor. 

The five per cent. bond will be worth 
more in a three per cent. money market 
than in a seven per cent. market. The. 
same would be true of a stock paying 
five per cent. dividends if there were no 
chance whatever of a change in the divi- 
dend rate—but of course that condition 
can never exist, and in many cases the 
price of the stock is chiefly dependent on 
its dividend prospects. 

The rate on six months commercial 
paper is not an absolute measure of the 
money market as affecting even the high- 
est grade bonds, because after all the 
commercial paper rate is a short time 
rate, while bonds represent the perma- 
nent market for capital; but it is the best 
measure that is available in this country. 
It corresponds more nearly, as a measure 
of conditions, to foreign government 
bank rates than anything else we have. 
Its chief value, however, lies in the light 
it sheds on general business conditions. 

A low commercial paper rate enables 
business men to borrow money cheaply 
for the purpose of carrying stocks of 
goods or extending their operations. As 
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nearly all business men are large bor- 
rowers, the low rate reduces the charge 
on their business resulting froin interest 
payments and hence increases their 
profits. A high rate, on the other hand, 
cuts into their profits. The higher the 
rate rises the more reluctant they are to 
borrow money, until a point is reached 
where this factor alone may stand in the 
way of further business extension. 

As money rates have ordinarily run in 
this country, four per cent. or less has 
been a low rate for prime commercial 
paper at New York, and more than six 
per cent. has been a high rate. 

The highest point of the commercial 
paper rate has usually coincided pretty 
closely with bottom prices for stocks. 


The lowest rate for commercial paper, 
however, does not coincide with the 
highest prices for stocks. The stock 
market has always continued to advance 
until after the money rate has risen con- 
siderably above the low. 

A sharp advance of two or more per 
cent. in the paper rate within a short 
time—say six months or less—has gen- 
erally indicated a too urgent desire 
among business men to borrow and has 
therefore been a sort of danger signal, 
showing that business was over-expand- 
ed and the stock market likely to decline 
before long. However, the new Federal 
Bank system may result in some changes 
in the customary program of past years. 

(To be continued.) 
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Advice to Beginner 


A. H.—As you are beginning as a specu- 
lative investor, perhaps you will not object 
to a few suggestions: 

1. Buy stocks with good reputation, rec- 
ords and sponsors. 

2. Buy dividend paying stocks or those 
which are on the road to dividends. 

3. Avoid very high-priced stocks. 

4. Don’t buy stocks merely because they 
look “cheap.” 

5. Buy your stocks outright, for the pres- 
ent at any rate. 

For yourself, we think you will make 
no mistake in buying stocks like Alaska 
Gold, Chile Copper and Braden. All these 
are properties of considerable intrinsic 
worth. They are not paying dividends, but 
should be able to do so in the not distant 
future. Of the stocks you mention for your 
wife’s money, we think well of American 
Agricultural Chemical and Smelters pre- 
ferred “B”. These are seasoned issues. 

If you are looking for out-and-out in- 
vestments, and do not care to take the risk 
always attendant upon speculative stocks, 
we suggest you put your money into good 
preferred securities such as American Agri- 
cultural Chemical, U. S. Rubber Ist, Repub- 
lic Iron & Steel or National Lead. These 
all yield better than 6 per cent. and are 
excellent securities. We beg to call your 
attention to the article “Opportunities in 
Preferred Stocks” in our September 4 issue. 





Par Value 
I do not exactly understand how Amalga- 
mated, par value $100, could be exchanged 
into Anaconda, par value $50, without in- 
justice to investors.—N. T. 


The par value of a stock really has no 
significance. It is nothing but an arbitrary 
figure used in dividing up the capitalization 
of a company. Sometimes stocks are issued 
without par value and many believe that this 
would be the better plan for all corpora- 
tions, as par value has a tendency to mislead 
investors. If a corporation issues 10,000 
shares of common stock and you own ten 
of them, you own one-one thousandth part 
of the business. It makes no difference to 
you whether the nominal par value of your 
shares is $10 or $100 

When one security is exchanged for an- 
other, as in the case of Amalgamated and 
Anaconda, the market prices of the two 
stocks are the only guide as to the fairness 
of the exchange. 





What Is Safe Margin? 

Will you please advise whether you con- 
sider a ten point margin conservative on 
Sears Roebuck common stock for a long 
swing, i. e., a matter of from four to six 
months. If not, what would you consider a 
safe margin on this particular stock?—O. L. 

We do not think that 10 points is a safe 
margin for Sears Roebuck common or any 
stock, for that matter, unless very low in 
price. Going back only three years (not in- 
cluding last year, when this company’s stock 
was increased) you will see that prices 
fluctuated at least 30 points in each year 
and as much as 81 points in 1912. For that 
reason, if for no other, we should consider 
10 points an extremely unsafe basis upon 
which to trade in this stock. Unless you are 
in a position to put up at least 50 points a 
share on Sears Roebuck, you are taking 
chances which may result in loss. 














Is The Stock Market “Unbeatable”? 


The Saturday Evening Post Settles the Whole Question—We Whisper 
a Few Comments 





By G. C. SELDEN 





Te recent issues of The Saturday 
Evening Post contained articles 
by Edwin Lefévre, who should 
know his Wall Street pretty well, en- 
titled “The Unbeatable Game of Stock 
Speculation.” In these articles Mr. 
Lefévre repeatedly lays down the 
broad proposition that “the game of 
stock speculation cannot be beaten. It 
never has been and it never will be.” 
“The purpose of these articles is,” 
he announces, “(1) To show that no- 
body has ever beaten the game of 
stock speculation. (2) To show why 
nobody can beat the game of stock 
speculation.” This he proceeds to dem- 
onstrate, presumably to his own satis- 
faction. 

To make sure that we get the idea 
thoroughly into our heads he repeats 
it again and again: “After an investi- 
gation of months, following many 
years of experience in Wall Street, I 
confidently assert that nobody has ever 
beaten the game of stock speculation 
who has consistently played it. This 
applies to big and little speculators, to 
men who had what they considered 
knowledge and experience, as well as 
to the simple little lambs.” This seems 
to be broad enough to blanket the 
whole situation. 


What Is Speculation? 


In order that there may be no mis- 
take, he defines speculation for us: 
“What I mean by the game of stock 
speculation is the practice of buying 
or selling stocks in expectation of a 
profitable change in value.” He is not 
confining his remarks to margin specu- 
lation, then. The man who buys stocks 
outright and pays for them “in ex- 
pectation of a profitable change in 
value” is a speculator and Mr. Lefévre 
knows it. He bases his strong asser- 
tions on that distinct understanding. 

He then goes on to discuss the 
careers of various big and little specu- 
lators, apparently under the impression 


that he is holding them up as horrible 
examples; but, strangely enough, his 
narrative shows that many of those he 
mentions by name have made money 
in speculation, as he defines it, and 
have kept at least a part of it. Let’s 
go through his articles and pick out 
these examples and see what he says 
about them. 

1. Jay Gould. Mr. Lefévre tells us 
that “whenever the ‘Little Wizard’ 
speculated he lost.” This is certainly 
an important and exclusive piece of 
news. All the other “literature” we 
have ever read about Jay Gould main- 
tained that the principal business of 
his life was stock speculation and that, 
in spite of various temporary reverses, 
he died leaving a comfortable fortune. 

2. E. H. Harriman. “Even he did not 
try to beat the game in the sense that 
I use that expression. In his later 
years, when he was the czar of Union 
Pacific, he never speculated in his own 
stock ? ? ? (interrogation points ours). 
The inside history of some of his pools 
would probably show losses as fre- 
quently as profits.” (Evidently these 
were some kind of non-speculative 
pools. We would like to know more 
about that kind of pool.) This infor- 
mation, also, is exclusive with Mr. 
Lefévre. It has always been supposed 
that Harriman originated in Wall 
Street, that he made millions in buy- 
ing Union Pacific “in expectation of 
a profitable change in value,” and that 
he left a nice little property to his 
family when he died. E. H. Harriman 
as an unsuccessful speculator strikes 
us more or less of a joke. 

3. James R. Keene. As a young man 
he went to San Francisco with $10,000 
and an accurate knowledge of mines 
and mining conditions. Ran his “stake” 
up to $150,000 in a few months. Within 
two years had lost it all and more be- 
sides. Arranged with creditors, and 
within a few years more was a_mil- 
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lionaire with an international reputa- 
tion. Came East in 1876 and in 1878 
was worth $9,000,000. By 1886 had lost 
it all and was $2,000,000 in debt. Un- 
dertook the manipulation of Sugar 
and later U. S. Steel. Lost heavily in 
Southern Pacific pool. Did not leave 
his family one-tenth as much as if he 
had never speculated. 

The above is condensed from Mr. 
Lefévre. Our idea is that Keene was 
a born gambler, rather than a specula- 
tor. Nevertheless, he was a millionaire 
the greater part of his life, lived the 
life of a millionaire and spent money 
freely, lost heavily in his later years, 
partly as a result of chronic ill-health 
and partly because he was not broad 
enough to understand the changed 
conditions in Wall Street, but never- 
theless left his family what would ordi- 
narily be considered a comfortable for- 
tune. His career was not a success in 
the highest sense, but a man who 
tossed millions around all his life and 
died well-to-do can hardly be used as 
proof that the “game” is “unbeatable.” 

4 and 5. “I can assert that I have 
known only two men who beat the 
game of stock speculation as such.” 
Mr. Lefévre tells us about them. One 
of them during the past fifteen years 
“has made about $12,000 a year out of 
the stock market, year in and year 
out. Of course, there is no telling that 
the game will not beat him in the end, 
though I doubt it.” This poor wretch 
doesn’t seem like a good example of 
the unbeatableness of the game. 

6. Charles H. Dow. One of the 
founders of the Wall Street Journal, 
formulated “Dow’s Law” of the move- 
ment of stock prices, which Mr. 
Lefévre thinks is pretty good. He 
doesn’t tell us so, but the fact is that 
Mr. Dow made a good deal of money 
by following his-own “law,” and died 
well-to-do. 

7. One of the.owners of a leading 
Wall Street newspaper, who retired 
with “perhaps half a million,” and in 
a few years more than doubled his for- 
tune. He said, “Of course, I had two 
panics to help me.” This was specula- 
tion within Mr. Lefévre’s definition, 


though he doesn’t seem to recognize 
that fact. 


Where the Money Goes 


Then our author starts in to tell us 
where the money goes that is lost in 
speculation—which is important, if he 
is going to prove that everybody loses, 
without a single exception. And where 
do you suppose it goes? The para- 
graph is headed “Profits for Thrifty 
3argain Hunters”; and it appears that 
the people who get the money are 
those shrewd individuals who buy 
stocks when they are cheap and sell 
them when they are high! To use Mr. 
Lefévre’s exact words: 

“the men who have panics to help 
them! Remember, also, that it doesn’t 
have to be one of those acute crises 
when the unlucky speculator throws 
overboard everything he owns. It is 
when stocks are cheap that a man 
must buy if he wishes to make a 
profit.” 

But if that isn’t speculation, accord- 
ing to Mr. Lefévre’s definition or any 
other, what is? To prove that the 
speculative game is unbeatable, we are 
told that a certain class of long-pull 
seeculators get all the money. This 
leaves us with about the same degree 
of information that we had before, 
namely, that some speculators make 
money and others lose. 

At this point I called up.a friend who 
is connected with one of the oldest and 
most conservative brokerage houses in 
the Street, a man on whose honesty 
and accuracy I knew I could rely abso- 
lutely. 

“Have you read those articles in 
the Saturday Evening Post about the 
game in Wall Street being unbeat- 
able?” I asked. 

“Yes, I read every word of them.” 

“What do you think of them?” 

“A very one-sided view.” 

“Now, if you don’t feel at liberty to 
answer my question just say so, but 
what I would like to know is this: 
What per cent. of your clients have made 
profits during the last ten years?” 

“I have been with this house only 
five years. During that time, about 
seventy-five per cent.” 
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“Do you mean seventy-five per cent. 
of the speculators, or of speculators 
and investors combined ?” 

“Of the speculators.” 

“Is that an off-hand estimate, or are 
you sure?” 

“I know it.” 

“Most of them, I suppose, have made 
relatively small profits?” 

“Depends on what you mean by small. 
We don’t cater to plungers. Most of 
our people make a liberal yearly in- 
terest on their money.” 

“Your firm is probably exceptional in 
this respect ?” 

“To some extent, yes. We require 
large margins, which shuts out many 
of the losers, and our clients are of 
the conservative class, many of them 
wealthy. But I know of other houses 
where the per cent. runs about fifty. I 
also know of some smaller houses, 
which accept narrow margins, where 
not more than ten per cent. of the 
clients make money in the long run. 
There is great variation, of course.” 

To this I may add what I know to be 
the fact, that the success of this firm’s 
customers is not to any great degree 
due to the correctness of advices sent out 


by the firm. It is chiefly due to insist- 
ence upon conservative methods and 
requirement of abundant capital in pro- 
portion to stocks carried. 

So it is nonsense to declare that the 
“game is unbeatable.” What the Sat- 
urday Evening Post is trying to do, of 
course, is to discourage active trading 
by those who do not know what they 
are about and to encourage the long- 
pull, speculative investor, as he is com- 
monly called. When you get right 
down to dictionary definitions—or to 
Mr. Lefévre’s definition—the specula- 
tive investor is really a speculator. But 
the question of what name to apply to 
him is unimportant. 

The Post’s effort is laudable enough, 
doubtless, for we all know that the 
public, taken as a whole, does not make 
and keep money by active in-and-out 
trading in stocks. That is a very dif- 
ferent thing, however, from saying 
that no one can make money and keep 
it by speculating in stocks. Every ex- 
perienced Wall Street man knows that 
statement to be inaccurate and mis- 
leading. It can be done and is being 
done by numerous persons, as Mr. 
Lefévre has perhaps unconsciously told. 








Specializing in Panics vs. Catching Long Savings 
An Interesting Trading Plan Discussed 





MAGAZINE OF WALL STREET, 
New York City. 

Gentlemen: After you issued “A 
Specialist in Panics,” the course outlined 
appealed to me very much. If I’m not 
mistaken, since then you express a prefer- 
ence for catching the “big swings.” 

For investment purposes just now— 
i. e., for cash purchases, to hold for future 
profit—I have about five or six thousand 
dollars. 

I’m feeling my way along with twenty 
and ten share experiments on margin, 
guided by your trend letter. The ex- 
periment is O. K. so far. This is as far 
as I care to go at present in pure specu- 
lating. 

I would like your opinion as to how I 


should best handle my funds. I’m single 
and 45. I hold a manager’s position in 
a retail store and have no one dependent 
upon me. 

Wouldn’t it be a good idea to place 
open orders to buy with my -broker at 
panic figures? I have done this with cer- 
tain stocks as follows: Canadian, 150%; 
Union, 110% ; So. Pacific, 804%-75% ; So. 
Ry., 14%-12%-10% ; Chino, 25-20; Steel 
com., 35%-30%-25%. Some of these 
may not be exactly at panic expectations, 
yet feel them fajrly well arranged. Are 
they? 

I am after the logical course, and 
believe you can analyze the situation in- 
telligently and quickly. I certainly would 
appreciate your advice.—C. W. 
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The plan followed by “a specialist in 
panics” is just as good as it ever was, but 
the trouble is that panics are a long way 
apart, so that if your activities in the 
market are confined to buying in panics, 
you may be kept out of the market for 
years at a time. For that reason we are 
inclined to advise the majority of 
operators who have time to give the mar- 
ket a little attention from day to day, and 
who wish, of course, to make as much out 
of fluctuations as possible, to try for the 
intermediate swings of 10 or 20 points in 
the active stocks. 

Even if they do not catch more than 
one-half of these swings, they will never- 
theless be more “to the good” at the end 
of several years than if they had stuck 
to the plan of buying only in panics. 

At the present time, it looks as though 
your chance of buying in a panic is past. 
We had a panic in 1914, and while it is 


possible that there might be a secondary 
panic, that seems to us unlikely. 

We do not think, for example, that you 
will be able to buy Chino at 25, and we 
should be surprised if you get Union at 
110. There is always the possibility that 
stocks might sell at these prices, owing to 
some unforeseen catastrophe, but the 
probability seems now very slight. 

We would recommend that you follow 
the Trend Letter, taking the position of 
a long pull operator. We would suggest 
that you do this on a small scale at the 
start, until you get accustomed to it, and 
then gradually increase the scale of your 
operations until you are employing per- 
haps one-half of your available capital in 
this way. The other half of your money 
we would recommend that you put into 
sound investment securities, such as con- 
vertible bonds or short term notes as 
outlined elsewhere in this issue. 
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Dow Jones Averages 


12Inds. 20 Rails. 
Monday, September 13....... 101.68 95.01 
Tuesday, ¥ ————_ 101.97 94.87 
Wednesday, “ Ser 101.33 94.82 
Thursday, si CO 101.83 94.60 
Friday, ° C— 104.08 94.82 
Saturday, - Diksscéac 105.18 95.73 
Monday, 2 BD. cove 106.25 95.95 
Tuesday, we snc nuns 108.21 95.68 
Wednesday, “ eae 110.78 95.94 
Thursday, “a BBs cscces 110.19 96.29 
Friday, 7 a 110.84 97.91 
Saturday, - Pinu wales 111.82 98.94 


Breadth 

50 Stocks (No. 
High. Low. Total Sales. issues). 
79.18 78.14 342,600 1 
79.72 78.72 452,400 155 
79.90 79.06 478,200 161 
79.81 78.75 463,200 146 
80.20 79.07 728,900 161 
80.85 79.80 401,900 144 
81.66 80.43 869,200 185 
81.95 80.54 883,900 178 
82.19 81.12 1,100,600 172 
82.08 80.88 1,014,500 186 
82.89 81.46 964,900 196 
83.38 82.42 573,700 188 








Which Do You Invest On? 


T HE HONEST investment banker or broker may 


ublish a booklet describing 


the property whose securities he is selling, and have it as attractive as pos- 


sible. 


ing description of other big successes. 


ut it will be a statement of facts bearing on the subject, not a glow- 





The SWINDLER’S circular always says more about property in general than 
about the property owned by his particular company.—Albert W. Atwood. 
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HE TACTICS EMPLOYED by 
the big men in the cotton market 

are so varied that to practice. imi- 
tation might easily be treacherous for 


the ordinary trader. Yet, these power- 
ful students have ideas and principles 
which are solidly founded, and oftimes 
an insight as to their methods is to be 
had. 


A Big Trader’s Method 


E. G. Scales, one of the more prom- 
inent individuals in the Street, has been 
identified with successful coups involv- 
ing millions of dollars. About six weeks 
ago, he expressed himself as anticipat- 
ing much higher cotton values despite 
the surface conditions—favorable weath- 
er, irritating political conditions and the 
indisposition of outsiders to take hold of 
cotton with the prospect of obtaining 
profits at a future date, which combined 
to seemingly preclude a substantial ad- 
vance. 

The market soon afterward ascended 
more than a hundred points. Mr. Scales 
had been remarkably correct in his fore- 
cast. His basis of calculations seemed 
quite comprehensible after the move had 
got well under way. The secret was that 
this far-seeing operator took the various 
influences weighing on the market, elim- 
inated the unimportant, gathered the 


possibilities and subjected them to a 
close analysis. 

Thus, the lesson is drawn for the cot- 
ton trader to be governed principally by 
the leading features of the-market. De- 
tails must not be ignored, but these can- 
not in themselves dictate prices. Evi- 
dently, Mr. Scales, in framing his accu- 
rate prediction for a marked recovery in 
cotton values, mentally admitted the 
weather to have been fairly good at the 
time, but thought of possibilities of a 
change for the worse and remembered 
that August is always a month of de- 
terioration for the cotton plant—that 
the United States was not likely to be 
drawn in a war with Germaniy and if so, 
cotton would be used in greater amounts 
for ammunition, uniforms, blankets, etc., 
and latterly, that the indisposition of out- 
siders to consider bullish aspects of the 
situation was really an advantage to 
those bent on the inauguration of a bull 
campaign. 

This unhidden lack of respect for the 
feeling and position of the ordinary cot- 
ton trader is a vital element in the edu- 
cation of every operator, and the “big 
guns” in the market are always anxious 
to ascertain the degree of active interest 
displayed by the commission house re- 
gime. If you are prone to trade, heed- 
less of the market’s technical position, 
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you are likely to experience occasional 
rude jolts. 


The Technical Position 


A broad meaning of “technical po- 
sition” involves the amount of specula- 
tive longs or speculative shorts in the 
market. Hence we say a market is tech- 
nically strong or likely to resist a decline, 
if not actually advance, when very few 
outsiders are long or when there are 


Wall Street school who bide their time 
and patiently wait until a great majority 
of the outsiders are literally crazy bullish 
or of a universally bearish mind; then 
these bold big fellows take the opposite 
side to the public of a market, and gen- 
erally with no mean measure of success. 
Therefore, when friend-trader and other 
acquaintances find yourselves enthusi- 
astically discussing the markets from the 
same viewpoint and virtually all agree- 
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many outsiders short of the market. 
Conversely, the list may be said to be 
technically weak when many of the com- 
mission house habitues are long or very 
few of them are short. It is a common 
occurrence for prices to act disappoint- 
edly to a long when a piece of news, 
which ordinarily would, be interpreted 


ing on the probable course of the mar- 
ket, don’t take it for granted that the 
great prepondance of similar ideas en- 
hances the opportunity for a profit in a 
transaction—but beware. -The psychol- 
ogy of speculation and investment 
teaches to commence buying when the 
market doesn’t seem to have a friend in 








Average Cotton Killing Frost Dates 
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i tcateeyast< Oct. 24 Nov. 2 Nov. 4 Oct. 29 
NER Pe Oct. 22 Nov. 3 Nov. 10 Oct. 29 
NR a is ve cu eend Oct. 22 Nov. 3 Oct. 26 Oct. 25 
ree Oct. 20 Nov. 3 Nov. 3 Oct. 27 
DRED ccncssceees Oct. 27 Nov. 2 Nov. 4 Oct. 28 
Mississippi .......... Oct. 21 Nov. 3 Nov. 3 Oct. 28 
North Carolina ...... Oct. 22 Nov. 3 Oct. 26 Oct. 30 
South Carolina ...... Oct. 20 Nov. 3 Nov. 3 Oct. 28 
CO a Oct. 26 Nov. 3 Nov. 2 Oct. 29 
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bullishly, comes to the surface and the the world, and to sell when Tom, Dick 


price-list is unaffected; likewise to a 
trader who has sold short—it gradually 
dawns upon him that the list declines 
exasperatingly slow, if at all, when the 
news normally would serve to depress 
values. 

There are many veterans from the old 


and Harry are paying “any old price for 
stuff.” 

At this stage, fluctuations in the mar- 
ket on the New York Cotton Exchange 
are resulting principally from the 
weather from day to day, the voicing of 
the inadequate cotton supply theory, the 
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international political advices, and the 
enthusiasm as manifested by the outsid- 
ers. Closely allied factors are the tak- 
ings of cotton from the South by home 
and foreign spinners and the extent of 
the cotton offers from the farms. The 
picking of the crop is always closely fol- 
lowed ; this operation beginning in south 
Texas in August, and gradually over- 
spreading the cotton belt, lasting during 
some seasons until Christmas. 

The trade is also deeply concerned 
over the temperature changes from day 
to day. Killing frost before October, 
would do considerable damage to the un- 
picked cotton in fields, whereas a frost 
deferred until late October or early No- 
vember sometimes justifies an addition 


of 200,000 to 500,000 bales to estimates 
often circulated by pessimists during the 
early autumn. Official observations 
show the average killing frost dates in 
the cotton belt to have been approx- 
imately as given herewith. Light or 
heavy frosts have been recorded one to 
three weeks before the average date of 
the killing frosts, but the average dates 
are shown above. 

The earliest date for cotton planting 
is about two weeks prior to the average 
dates given in the above tabulation, and 
the latest planting is about three weeks 
after the average date. The earliest cot- 
ton picking date is ten to twenty-five 
days before the average, and the latest 
thirty to sixty days after the average. 








BULLISH FACTORS IN COTTON 





By C. T. REVERE 





INCE the publication of the last re- 
view of cotton market conditions in 
THE MAGAZINE OF WALL STREET 
prices have advanced about 125 points, 
and before this article is printed there 
may be even a further gain. This 
brings up the question of the fresh in- 
fluences that have been injected to pro- 
duce and maintain the phenomenal rise 
of more than 250 points since the early 
part of August. 

The economic phases of the situation 
have been discussed pretty freely in 
previous articles, and it seems opportune 
at this time to take up a feature that is 
always of importance in bull markets in 
cotton—bull leadership. 

While no one would be so fatuous as 
to deny that conditions always govern in 
great market movements, whether of 
securities or commodities, the personal 
element frequent!y has been an important 
factor in cotton. Just why this should 
be so is hard to explain, unless it be that 
cotton presents a great many technical 
features which are not easily under- 
stood by many persons who nevertheless 
are willing to buy or sell in the hope of 
making a profit. It is possille therefore, 
that in the cotton market there are more 
than the usual number of “outsiders” who 


like to follow those big operators who 
are capable of doing the thinking not 
only for themselves, but for a host of 
others. 

The history of cotton shows this to be 
the case. Sully had a great following 
in 1903-4, and led a vast army of buyers 
in the whirlwind advance that put prices 
up about 800 points in that season. 
Theodore H. Price has conducted several 
campaigns in which he cleverly took ad- 
vantage of the personal element. Steen- 
strand, Ranger, Inman, Labouisse, 
Brown, Hayne and Scales—each of these 
names is identified with sorne notable 
bull campaign in cotton whose success 
was made possible largely as a result of 
their leadership. 

The present advance in cotton has 
brought to the forefront that taciturn, 
courageous Texan, E. G. Scales, who 
piled up several millions in the season of 
1909-10, when he entered the market on 
a small scale around eight and a half 
cents, and followed the rise persistently 
until prices crossed the sixteen cent level. 

Unlike many market generals who 
have made and lost fortunes, Mr. Scales 
has never lost his nerve. Reverses have 
never warped his perception or made him 
timid. He seldom talks, and always says 
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what he means. He also has the unique 
distinction of never trying to mislead 
anyone for the purpose of “making a 
market” for his holdings. 

For these reasons the speculative 
element in the cotton trade welcomed the 
bullish interview issued by Mr. Scales 
about three weeks ago and interpreted it 
as an indication that he was preparing to 
enter the market in a substantial way. So 
far as the personal element counts, it 
seems a foregone conclusion that the 
bull leader in cotton this season will be 
E. G. Scales, and that his opinions and 
operations are likely to be more influen- 
tial than those of any other single in- 
dividual. It is no secret that Mr. Scales 
expects very high prices for cotton. 

Setting aside the question of leadership 
the bullish developments in cotton may 
be briefly summed up as follows: First 
a belief in a short crop; second a grow- 
ing belief in a large consumption. 

Whether the crop be of moderate size 
or calamitously short, it seems likely that 
crop shortage is likely to be “discounted” 
before any other feature is seriously 
considered. The cotton trade always dis- 
poses first of the question of supply, and 
threshes out the demand problems later. 
This is the one unfailing development in 
the cotton market. It is the feature 
most easily perceived and therefore ob- 
tains priority of consideration. If the 
crops looks big prices decline even if 
underlying factors point to a big con- 
sumption. If the crop is short prices 
advance even if close students see poor 
trade ahead. 

The trade is rapidly coming to the 
conclusion that the crop is short. Hap- 
hazard estimates even now range between 
11,000,000 and 12,000,000 bales. Re- 
duced acreage, decrease in the use of 
fertilizer and a low crop condition have 
led to the establishment of such views. 
It was hoped for a time that Texas would 


recover from the July-August drought 


as a result of the heavy August rains and 
make big additions to the yield by means 
of fresh growth and fruitage. These 
hopes have been upset by the failure of 
the plant to make a normal recovery as 
well as extensive damage by boll weevils. 

In the Eastern belt the decrease in the 
use of fertilizer as well as the impair- 
ment in its quality have been manifested 
in poor fruitage despite a fairly thrifty 
looking plant. 

The crop is late and if the unfavorable 
factors of the early season should be 
capped by an early frost it would be hard 
to convince the trade that very high 
prices would not be seen. 

It is assumed that consumption will be 
larger than last season when it was 
placed at 14,134,000 bales. Neill, the 
English authority, goes so far as to es- 
timate it at 15,000,000 bales. Roughly 
speaking, the last crop added 2,600,000 
bales to the world’s reserves of cotton. 
If the crop should prove to be only 
11,000,000 bales, the available supply 
without encroaching on previous reserves 
would be about 13,600,000 bales. A 
consumption of 15,000,000 bales would 
wipe this out and make heavy inroads on 
invisible stocks. 

Add to this array of bull factors the 
possibility of peace before another crop is 
available. 

It may be admitted even by the 
“bear” that the cotton situation holds 
forth some striking bullish possibilities. 

Spinners have bought very little cotton 
thus far, but this is considered a feature 
of strength rather than weakness. For 


the spinner must buy some day, and the 
spectacle of a steadily advancing market 
is likely to get on his nerves when least 
expected. This would mean a wave of 
buying that would sweep everything be- 
fore it, as it did in 1904 and again in 
1909. 
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Wheat as an Investment 





By P. S. KRECKER 





S the premier commodity exchange 
of the world the Chicago wheat 
pit has a ceaseless fascination for 

the speculative public. Fortunes have 
been made and lost in it and, with an 
unbroken record of prices since 1852, its 
traditions are rich in the names of 
wizards of the grain market. But, while 
long a favorite medium of speculation, 
wheat has cost the public much more 
money than it has made because the pub- 
lic continually ignores simple, almost 
rudimentary principles of trading. It is 
the purpose here to set forth some of the 
fundamentals which are observed by all 
successful operators in wheat and which 
the non-professional must follow if he 
would gain instead of lose. The first 
essential of success is to start with 
sufficient capital. By that I do not neces- 
sarily mean much capital. A trader with 
small resources has it within his reach to 
make money just as well as another with 
large means, although he cannot make 
as much. By “sufficient” capital is meant 
money enough to operate on a basis, 
whether large or small, that will assure 
reasonable prospects of profit. That 
statement leads up to a second essential 
of success which is the husbanding of 
resources, so that the trader can survive 
unexpected shocks. Unless these two 
principles—sufficient capital and wise 
conservation—are observed, it is virtually 
impossible to successfully speculate in 
wheat. The cardinal error of the public 
is to regard the market in the light of a 
pure gamble. Non-professional traders 
are too greedy. They want to make a 
fortune over night and they figure, as it 
were, on a lucky throw of the dice. That 
is not the spirit in which successful 
operators approach the market. If it 
were, they would not be successful. 
They about their task in a cold- 
blooded. calculating way and measure 
probable and even possible price swings 
with mathematical precision. They ad- 
just their resources to these calculations 
and therefore they always have some- 


thing in reserve. This point of sufficient 
reserve is a rock on which many unskilled 
traders are wrecked. Fortunes have 
been lost in wheat for which the un- 
fortunate traders paid less than 70 cents 
a bushel. The writer knows personally 
of the case of a trader who dropped 
$25,000 in wheat although he invested 
every penny at a price not over 65 cents 
a bushel, because he failed to take proper 
precautions against declines to even lower 
prices. He foolishly came to the conclu- 
sion that, because wheat was abnormally 
almost absurdly cheap, it could not be- 
come much cheaper and he distributed his 
capital so thinly over his purchases that 
when the seemingly impossible happened. 
and the market went down 10 cents a 
bushel further, he could not margin his 
contracts down sufficiently to save them. 
It is true that this happened 21 years ago, 
that wheat was then selling at abnormally 
low values and that such may never be 
seen again. Yet the record is there as a 
warning to ambitious traders of the 
present day and it would be foolish to 
ignore it. It brings home the truth that 
it is just as easy for the rich man to drop 
$20,000 or $30,000 in wheat, if it is not 
properly conserved, as it is for the small 
trader to lose his $500 or $1,000. In 
either case a decline of 5 cents a bushel 
from the price paid may suffice to wipe 
out his capital. Loss of capital is a 
calamity, the significance of which is not 
thoroughly appreciated until it happens. 
It frequently means irreparable financial 
handicap. Russell Sage used to say that 
the first $1,000 is the hardest money to 
make; and that after much capital has 
been accumulated as a foundation, one 
can build a fortune. If it is foolishly 
squandered, one must begin all over 
again. 

The unit of trading in wheat is 5,000 


bushels and in normal times 5 cents a 


bushel or $250 a contract is regarded by 
commission houses as sufficient original 
eng. Of course that does not apply 
to present market. Wheat is not a 
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normal market just now because of the 
war, as is shown by the fact that although 
a record crop was grown in the United 
States last year, the price of the com- 
modity has doubled and still ranges ex- 
traordinarily high, because of the in- 
satiable foreign appetite for foodstuffs. 
Nowadays it is customary for commission 
houses to exact from 10 to 15 cents a 
bushel margin. But ordinarily, it can be 
taken for granted that $250 is sufficient 
original payment on a single wheat con- 
tract. But that does not mean that $250 
is enough capital with which to begin 
trading in wheat. Too many traders act 
on the theory that after they have de- 
posited the required margin, all they 
need do is to sit back and watch the price 
advance. They do not seem to take into 
account the necessity of putting up more 
capital in case of a dechne and, even if 
they have it, they are sometimes loth to 
give it up. The folly of this attitude is 
clear when it is realized just what a 
trader who deposits $250 a contract is 
doing. Say wheat is selling at 90 cents a 
bushel. A deposit of $250 on a minimum 
contract of 5,000 bushels means that the 
buyer is paying an installment of $250 on 
wheat worth in solid cash $4,500, and 
that should the price decline only 5 cents 
a bushel and the value of that lot of wheat 
shrink to $4,250, he would lose his 
original deposit. If he does not propose 
to put up more margin, he simply is 
gambling that wheat will not decline $250 
a contract before it goes up. Yet such 
a fluctuation would be only a little more 
than 5 per cent. of the total value of his 
wheat, and therefore could not be re- 
garded as extraordinary. It is clear, 
then, that the trader who goes into the 
wheat market seriously with a determina- 
tion to make, not lose, should have several 
times $250 a contract in reserve. 

The next point is to determine just 
how much money is desirable to start 
wheat operations, and in determining this 
nothing is as helpful as an analysis of 
price movements for a period of years. 
In the following analysis a period of 20 
years is taker, as being sufficient for all 
practical purposes. Figures ignore frac- 
tions of a cent. During a period of 20 
years the widest fluctuation in the value 
of cash wheat in the Chicago market dur- 


ing any single year was $1.23. In- 
cidentally it should be remarked that the 
year in question was a war year (not the 
current one) and that such a wide price 
movement within a year is extraordinary. 
That price swing would be equivalent to 
a margin of $6,150 on a contract for 5,000 
bushels. The narrowest fluctuation in 
wheat in any single year is found to have 
been 14 cents, equivalent to $700 margin 
on a single contract. The average annual 
swing or difference between high and 
low in wheat during the same period was 
36 cents, equivalent to a margin of $1,800 
a contract. Taking the average fluctua- 
tion as a basis, it would appear that in 
normal times an original capital of $1,800 
to $2,000 would be sufficient for conserva- 
tive operations in a minimum contract of 
5,000 bushels. 

Having determined within reasonable 
limits the working basis for conservative 
operations, the next step the trader should 
take is to learn something about the 
value of wheat so that he can decide 
when it is dear and when it is cheap. 
This is easily ascertained by an analysis 
of the average annual prices of cash 
wheat in Chicago during the 20-year 
period under consideration. This shows 
that the 20-year average was 85% eents 
a bushel. Further analysis discloses that 
the value of wheat has been gradually ris- 
ing and that, during the past 10 years, the 
average price per bushel was decidedly 
higher than that of the 20-year average, 
having been 9814 cents a bushel. The 
cheapest price at which wheat has sold in 
20 years was 535 cents, away back in 
1895. During a period of 10 years it has 
not dropped below 69% cents and in a 
period of five years it has failed to fall 
below 75 cents. On the other hand there 
has not been more than one year in the 
last ten that wheat has not commanded 
at least a dollar a bushel, and in the 
majority of cases it has sold at or above 
$1.10. 

Applying the facts deduced by this 
analysis to trading in contracts, it can be 
safely asserted that a trader with an 
original capital of $1,800 to $2,000 who 
buys a 5,000-bushel contract for wheat at 
a price around 85 cents a bushel runs 
practically no risk of loss whatever, while 
his chances of making a profit of 15 or 
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more cents a bushel, or a profit of from 
$750 up, on his investment are very good 
indeed. If he is fortunate enough to 
possess larger resources he can increase 
the scale of his investment in proportion. 
A trader with a capital of $10, can 
operate on a basis of 20,000 bushels with 
little risk, while if he has $20,000 capital 
he can trade in 40,000 bushel lots. It may 
be, however, that instead of having 
$2,000 or more capital, he has only half 
that much. That need not debar him 
from trading in wheat. Many commis- 
sion houses accept orders for odd lots of 
-wheat. They will buy as little as 1,000 
bushels for their customers, so that the 
odd lot man can make money as well as 
the big capitalist, provided always he 


operates proportionately along the lines 
here indicated. 

I have shown that the purchaser of 
wheat at or about 85 cents a bushel runs 
little risk of loss while his chances of 
making a good profit are excellent. No 
doubt some of my readers will im- 
mediately retort that wheat is selling, not 
at 85 cents a bushel, but at $1.10 or 
thereabouts, and will inquire whether 
they must wait until the price declines to 
the 85-cent level before buying. The 
question is a pertinent one. The answer 
is that above 85 cents wheat is no longer 
an investment, but a speculation, how 
good a speculation it may prove to be 
depending entirely upon the varying con- 
ditions under which it may be bought. 








Foreign Loan and Wheat 





By P. S. KRECKER 





ITH THE SEPTEMBER squeeze 
ended the wheat market has 
been relieved of its artificial fea- 

tures and is free once more to respond 
to legitimate influences. It is true that 
the same causes which made for conges- 
tion in September are more or less opera- 
tive yet. The winter crop is moving too 
slowly as shown by the fact that receipts 
of all kinds of wheat at primary points 
are running nearly 1,000,000 bushels be- 
hind those for the corresponding period 
of last year. There have been general 
rains throughout the winter belt and one 
reliable authority estimates that in three 
principal States only 40 per cent. of the 
crop has been harvested and that the total 
volume of winter and spring wheat al- 
ready threshed is not more than 325,- 
000,000 bushels at present writing. 
These conditions tend to prolong the 
period of artificial scarcity of cash wheat 
which has been one of the sustaining fac- 
tors in the market for the past month. 
On the other hand, it should be remem- 
bered that December is the next cash 
wheat month and that means an interval 
of two months within which shorts may 
bring wheat to Chicago for delivery on 


contract. It should prove ample time to 
bring order out of chaos and restore the 
equilibrium between the futures and the 
cash markets. 

Assuming that wheat will be subject 
soon to legitimate influences, it is of in 
terest to consider what these promise 
to be. Attention has been called hereto- 
fore to the significance of the negotia- 
tions looking to the placing of a foreign 
loan in this country. The success of 
those negotiations is of first importance 
to the wheat market. To the.extent that 
the conferring bankers will be able to re- 
store normal conditions in the foreign ex- 
change market shall we be able to market 
our surplus crop abroad. It is realization 
of the deep import of the negotiations 
that prompted James J. Hill recently to 
urge western bankers to support the pro- 
posed loan. He bluntly warned the West 
that it would not be able to sell its wheat 
if the Allies failed to borrow here. Visit- 
ing bankers from England were almost as 
blunt in warning the American public 
that unless credit is extended, the Allies 
will not purchase American wheat. 

This may have been an idle threat; it 
may be that it could be shown that Eu- 
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rope is not in a position to refuse to buy 
American wheat. But that is aside from 
the point for the reason that reluctant 
buying would not be as stimulating to 
values as free buying would be. The un- 
derlying significance of the openly ex- 
pressed views of bankers is that the Allies 
want to buy our wheat, just how badly 
is not yet apparent. The truth probably 
is that they must have it. In this pre- 
sumption, which does not appear rash, 
lies the strength of the bull’s position in 
the market. 

Leading authorities agree that North 
America will enjoy practically a mo- 
nopoly in the wheat export business this 
year. The reasons for this view are 
many. Foreign crop prospects are not 
being realized. The opening of the Dar- 
danelles has been dangled before the eyes 
of the bears as a bait for lower prices for 
months and it appears to be more remote 
than ever. Even London now admits the 
gigantic character of this task to which 
the Allied fleets and armies have set 
themselves. Russia’s surplus wheat is 
likely to remain locked in for the rest of 
the vear. 

Bulls who have apprehended a flood of 
grain from that source seem to have no 
cause for worry. Perhaps equally signifi- 
cant is the perilous situation in the Near 
East. The Balkan bomb seems to be near 
the bursting point. Present indications 
are that the States composing that trou- 
bled region will be aligned on opposite 
sides. 

The United States exported 395,- 
000,000 bushels of wheat last year, prac- 
tically around 400,000,000 bushels. Of 
this huge total 375,000,000 bushels (fig- 
ures include wheat in the form of flour) 
went out of Atlantic and Gulf ports. It 
is entirely likely that, if financial prob- 
lems are satisfactorily solved, as much or 
more will be exported the current crop 
year. The only absolute deductions to be 
made are the exports to Belgium and 
Germany. The first named country took 
5,320,000 bushels of our wheat last year ; 
this season she will not take any. In spite 
of the war, shippers were able to forward 
2,600,000 bushels of our wheat to Ger- 
many before the cordon of the British 
blockade was tightly drawn and all 


further shipments made _ impossible. 
Thus we can count upon a loss of vir- 
tually 8,000,000 bushels in exports to 
those two countries. 

That loss promises to be more than 
made up by increased exports to other 
countries. Italy imported 47,122,740 
bushels of our wheat last year; she is 
certain to require more this season. 
France bought practically 50,000,000 
bushels last season; she may require 70,- 
000,000 this season. It seems certain 
that other European countries will re- 
quire as much wheat as last season. The 
one exception may prove to be England. 
With an abnormally large Canadian crop 
to draw upon, the United Kingdom will 
hardly equal her purchases of 66,000,000 
bushels made last year. However, it may 
prove to be the case that reduced yields 
in other granaries of England will yet 
compel her to purchase freely of the 
United States in spite of the big Do- 
minion harvest. The Australian crop is 
not yet assured while the Indian wheat 
has vicissitudes to face before it can be 
harvested and it may prove less than 
present prospects. Moreover Argentina, 
another source of supply, is not doing as 
well as desired. 

\ssuming that we shall export as much 
wheat the current twelve months as we 
did the preceding year, the question of 
available supply arises. The last govern- 
ment report indicated a total harvest of 
a billion bushels, which would leave the 
United States in a very comfortable posi- 
tion to export. Since that report was 
issued, there have been further losses 
through deterioration, sprouting in the 
shock and excessive rainfall. Some au- 
thorities believe these losses have been 
sufficiently heavy in winter wheat to more 
than offset the big increase in the spring 
wheat yield. The next government re- 
port should shed further light on this 
problem. Another factor in the situation 
is the disposition of the farmer to hold 
for higher prices. His appetite has been 
whetted for $1.25 wheat and he has made 
money and feels more or less independ- 
ent. His determination may prove strong 
enough to affect prices and prevent the 
extreme declines that bears are pre- 
dicting. 
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OW often you have heard these words? Maybe you have repeated 
them yourself. You know, however, of people who consistently 
take profits out of security investments. You want to do the same, 

but are deterred through lack of knowledge of this specialized field. 

Some of the most brilliant men are engaged in security trading—not 
speculating,—but investing for profit. 

How they do it—in their own words in many cases,—accompanied 
by intelligent comment, together with practical examples of their 
methods, is set forth in The Magazine of Wall Street’s Home Instruction 
Course. A course designed for the average man, and written in language 
that he can understand, it works up from the foundations of finance to 
where the student becomes thoroughly familiar with the correct prin- 
ciples of sound investment and profitable speculation, the interpretation 
of general business and financial conditions and their effect on security 
prices. It imparts in concise and accessible form: 


A COMPLETE WORKING KNOWLEDGE OF FINANCE 


HOW YOUNG MEN, on moderate salaries, may greatly increase their 
incomes. 

HOW DOCTORS, LAWYERS, DENTISTS and ALL PROFESSIONAL 
PEOPLE may invest their surplus income to return a yield commensurate 
with earning power. 

HOW THE BUSINESS WOMAN may learn to protect and increase her 
savings. 

HOW THE WIDOW may insure her legacy against the encroachments 
of the designing and unscrupulous. 

HOW A COMPETENCE sufficient to retire on may be secured by all 
persons. 

HOW TO SELECT INVESTMENTS that will GROW. 

HOW THE TRUSTEE may enlarge his financial knowledge. 





Much other helpful, practical information for the man who 
knows that he can make his money, as well as his time, pay him 
wages; for the man or woman who has money and personally 
wants to handle it,—for all who want to know the methods 
of successful investment of capital for interest and profit. 


Before you invest another dollar, write for complete details of the Home 
Instruction Course of the Magazine of Wall Street, not a “Correspondence 
School,” but a carefully compiled and complete working guide to the profit- 
paths of security investment—written by practical men for practical men. 


Your name and address will bring full information by return mail. 


THE MAGAZINE OF WALL STREET 


HOME INSTRUCTION DEPARTMENT 
42 BROADWAY NEW YORK CITY 
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The effect of 


The War 


on the value of 


AMERICAN SECURITIES 


is shown in our chart of average prices 


which will be mailed you on request 


Carpender & McClave 


(New York Stock Exchange 
MEMBERS } new York Cotton Exchange 


67 Exchange Place, New York 
Telephone 2810 Rector 





UPTOWN BRANCH 


Hotel Ansonia, 73d « B’way 
"Phone 1615 Columbus 











You Can Invest 


in any high-grade securities, stocks o1 
bonds, by depositing with us small 
amounts from time to time, as we 
specialize in 


ODD | 0 Marin 


or Full 


LOTS Payment 


Your order, regardless of the amount, 
will receive our personal attention. 





Our booklets “A Suggestion to In 
vestors” and “The Working Dollar” are 
full of useful data—and with it you are 
well and profitably informed. Sent on 
request. 


GisHoLM & (HAPMAN 


New York Steck Exchange 
Members { New York Cotton Exchange 


73 BROADWAY NEW YORK CITY 


215 Montague St., Brooklyn, N. Y 
12 North Broadway, Yonkers, N. Y. 














Wilson & Chardon 


Members Consolidated Stock Exchange of N. Y. 
52 Broadway, N. Y. 
Transact a strictly commission business in 
STOCKS AND BONDS 


for INVESTMENT or on MARGIN. 
We have unsurpassed facilities for execution of 


a 


erders in 


FRACTIONAL LOTS 


and assure most satisfactory service. Personal atten- 
tion to all inquiries and execution of orders. 


OUR SPECIAL CIRCULAR 221 


just issued, mentions Stocks and Bonds which we 
consider attractive purchases. 


QUARTERLY STATEMENT 


For the protection and information of clients we 
have our books audited quarterly by Loomis, Suffern & 
Fernald, Certified Public Accountants, 149 Broadway, 
N. Y., who report as follows on latest examination: 

“We hereby certify that we found all securities 
properly carried, on hand or loaned, and that the con- 
dition of your business as of Sept, 1, 1915, shows the 
full capital of $50,000 intact. 


business is being conservatively managed and the rights 
of your customers carefully safeguarded.” 


Correspondence Invited. 





In our opinion, your 


Tel. 1336 Broad 











PUT FINANCIAL ADVERTISING ON A BUSINESS BASIS. ALWAYS MENTION THIS 


MAGAZINE WHEN WRITING. 
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Our Billion Dollar 
Trade Balance 


and how Europe will 
settle its fast growing 
indebtedness to this 


country. 


Ack for Reokle B-31. 


Knauty-Nachod & Kubue 
15 William St., New York 








Reorganizations 


Do you hold the securities of 


Missouri Pacific 
Chicago, Rock Island & Pacific 
St. Louis & San Francisco 
Chicago & Eastern Lllinois 
or any of the other properties now in re- 
ceivership or reorganization? 
Do you want to know where you stand? 


As specialists in steam railroad securities we 
are familiar with all reorganizations—the 
status of each security—and can be of serv- 
ice in aiding the present holder and can 
point out to the investor many 


Opportunities 


in these securities. Send for copy of our 
article, “Opportunities in Steam Railway 
Bonds—Past and Present.” It represents 
specialized service in a difficult field where 
experienced judgment and unquestioned in- 
tegrity are essential. 


F. J. Lisman & Company 
Members New York Stock Exchange 
Established 1890 


30 Broad Street New York 


























Preferred Stocks 


In the past few years industrial 
and public utility preferred stocks 
have found more favor in the eyes of 
the conservative investor as those of 
proven merit yield a larger return of 
safety than most other readily market 
able securities. 

After thorough investigation we 
have selected a list of ten stocks 
which we believe combine the essen- 
tials of safe investment, namely: 

Seer stat at te 

ity for appreciation in 


value. 

Satisfactory Investmént Return. 

Circular W101 will be sent to those 
interested on request. 


Geo. H. Burr & Co. 








The changed status of the stock of the 


New York Central 


is pointed out in a circular we have just 
issued. We believe the facts discussed to 
be of the greatest importance to investors 
and to be closely related to future prices 
of the company’s stock. 

Circular “10” mailed on request 


Convertible Bonds 


combining safety as investments with 
opportunity for speculative profit 


Our special Circular “12” on listed convertibles 
mailed on request 


A. A. Housman & Co. 


New York Stock Exchange 
Members ; New York Cotton Exchange 


BANKERS New York Coffee Exchange 
120 Broadway, New York 20 Broad Street New York 
Philadelphia Boston Chicago ERAN: 
St. Louis Seattle San Francisco 25 West 33rd Street 70 East 45th Street 
Amsterdam Berlin 
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INVEST YOUR 6°’ 
SAVINGS AT Descriptive Map 


Public Service Corpora. showing proposed pipe distribution in 
tion bonds are deservedly 
NEW popular, because of their Territory Controlled 
high standing, in many 
INVESTMENT | cases. by 
We offer you a prime 6% e 
FOLDER security, due in 1918 and the || Canadian 
obligation of a company 
“To Which Class which has earned its inter- Natural Gas 
n| est requirements more than ~ e 
DeYOU Belong?” | four times over, according Corporation 
to latest statements. aim : Tass 
This is a direct obligation, at in immediate vicinity of the 


is the title of] less than @% of actual cash 


our new invest- | cost, with good management— City of Montreal 
strong, growing communities, on 
ment leaflet, widely diversified, and steadily 


which we will increasin rofits. Invest your : Mw 

eh te Thal Ee ae te ee and serial bulletins M W of latest devel- 

Magazine of | *eady, owned by banks, trust opments and progress at the Wells 
companies, insurance companies 

Wiall Street] and hundreds of private invest- ‘ 

readers on re-| ors. Send for full details—with- Free on request. 


quest. ae or — on your 
e 
Fieldsteel & Co. 
Bowman, Cost & Company Members Consolidated Stock Exchange, N. Y. 


INVESTMENT BANKERS Tel. 343-4 Broad 50 Broad St. 
627 Third Nat'l Bank Bldg, ST. LOUIS, MO. 



































A Bright Future For | | Wassermann Bros. 
The Builders of Members N. Y. Stock Exchange 


Submarines 42 Broadway New York 
The present European War has demon- UPTOWN OFFICE 


strated the value of submarines. The 

United States, realizing their importance, is 527 Fifth Avenue 

sine hening on arm r aN Navy, and 
is have been submitted for the construc- . 

ten of cintecn. (Harriman Nat’l Bank Bldg.) 


The Lake Torpedo is Ste sone eit te 


Boat Co. STOCKS—BONDS—GRAIN 


oe of the Even Keel Submarine) - 
vw aheukd cossive 9 terge portion of this order in large and 
as con patents on even kee 
ahune ANS os small amounts 
in t 


which have proven most suc- 
cegatul AB ge Bo on hand — 
profs as are being, tots, sad the company The Present Situation 
7% Participating First Preferred in the 
we consider an attractive investment 
exceptional speculative possibilities. Stock Market 


Special Circular M W on Request. 
Discussed in our 


GwYNNE BROTHERS SPECIAL NEWS LETTER 
25 Broad St., N. Y. Phone 3232 Broad. . Copy M W Free on Request 
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The Foreign Loan 
Its probable effect on 
Prices of Securities 

Reviewed in our current issue 


of 
“Stock Market Opportunities” 
Special letter MW on 


Pressed Steel Car 


and 
Bargains in Preferred Stocks 


Free on request. 


Fieldsteel & Co. 


Members Consolidated Stock Exchange, N. Y. 
Tel. 343-4 Broad 50 Broad St. 


‘Pacific Gas & Electric Co. 


| Surrounded By the Above Conditions Is 
| Worthy of Your Prompt Investigation. | 








| 60 B'way, New York, Ht. Y. 





The Reasons Why 


First Preferred 6% Stock 
Should Probably Advance in Value 


- No floating debt. 

2. Cash position including securities on hand 
equivalent to $6,000,000.00. 

3. Property owned in fee. 

. Territory is equivalent to 75% of New York 
State. 

5. Over 380,000 consumers. 

3. Sells electricity, gas and water to 175 cities | 
and towns. | 

. Net earnings have increased at the average 
rate of $100,000 per month for many months | 
and the gross earnings have doubled since 
1906. 


. Issue approved by California R. R. Commission. 
9. Dividend on first preferred stock is 7 times | 
earned; dividend on first and second preferred | 
stock is over three times earned. 
‘ —— Physical value and fair capitalization 


Sound Investment Yielding 


65% 


You may have upon request from us De- 
scription “M W” which describes fully the 
possibilities of this first preferred stock, 
non-taxable in many States and exempt 
from the normal income tax in ail States. 


JOHN NICKERSON, JR. 


300 N. B'way, St. Louis, Me. Me. | 




















U. S. 
Worsted 


Bought, Sold, Quoted 


Inquiries Invited 


Dept. “MW” 


HOTCHKIN & CO. 


Incorporated. 


34 Pine St., 53 State St., 
New York 
Phone 4161 John 














PUBLIC UTILITY 


‘SECURITIES 


Many of these issues present at- 
tractive speculative and invest- 
ment opportunities now. 


As brokers and dealers we are 
able to give you unbiased advice 
on prospective purchases. Send 
us your inquiries. 


We have or can find a market for 
the purchase or sale of any public 
utility security that has a market. 


Send for Circular WM 
describing attractive 
speculative issues 








Williams, Dunbar & Coleman 


60 Wall Street, New York 
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Investing 
For a Profit 


which, while comparatively 
small, is reasonably certain 
is far more satisfactory than 
attempting to get large but 
extremely speculative profits. 


sound investments, which 
for three very logical rea- 
sons we believe to be at- 
tractive at current prices. 


Send for List No. LE-147 


A.B. Leach & Co 


e Investment Securities 


149 Broadway New York 


Bosto : : Baltimore 
Buflalo Philadelphia [ondon 
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Ruskin said: 


“Economy no more means saving money 
than spending money; it means the ad- 
ministration of saving or spendin, 
money to the best possible advantage.’ 


- 


Spending money to the best possible ad- 
vantage is achieved through investment 
in standard dividend-paying securities 
which will yield you an income. Our 


Instalment Payment Plan 


stimulates saving. Make a small first 
payment and subsequent monthly pay- 
ments until you have paid for the se- 
curities. In the meantime you receive 
all dividends accruing on the stock. 


Write for descriptive booklet B6 





105 S. La Salle St., Chicago ' 





ARUCH 
ROTHERS 


New York Stock 
Members } New York Cotton Exchange 
New York Coffee 


60 BROADWAY, NEW YORK 


We have no connection with any firm using a 
similar name 





























ULTIMATE 
OWNERSHIP 


of high-grade dividend paying 
stocks and bonds is the object 
of the 


PARTIAL PAYMENT METHOD 


A small first payment and 
succeeding monthly payments 
complete a transaction of this 
nature in about a year. 


All dividends from date of 
first payment belong to pur- 
chaser. 


This plan is fully described in 
our Booklet No. 36. 


Harris; WinTHROP & C° 


Members New York Stock Exchange 


THE ROOKERY 18 WALL 8T., 
CHICAGO NEW YORK 
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“War-Proof Bonds” 


If you have funds lying idle awaiting 
an opportunity for sound investment, it 
will be of service to you to have a copy 
of the above article which hag been pre- 
pared by Beyer & Company of 53 Wall 
Street, New York. They will gladly send 
you a free copy. 

This house is known as the pioneer in 
serving the best interests of the Small 
Investor and they deal to a very great 
extent in the various issues of $100 
bonds. For those who wish to save and 
at the same time invest Beyer & Com- 
pany issue a booklet entitled “How,” 
describing a small payment plan which 
is meeting with wide popularity. 
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If You 
Want to Know - High Grade 


about the current earnings, finan- $100 BONDS 


cial position and future outlook of 
Canadian General Electric Co. 


Chalmers Motor Company They may be bought outright 
Hupp Motor Car Company or on the 

S. S. Kresge Company 

Lackawanna Steel Company 

ReCrery Steves Corpetation Deferred Payment 
National Cloak & Suit Company Plan 


United Cigar Stores of America 
F. W. Woolworth Company 


write our Statistical Department. 
We can supply authentic informa- 


$10 Monthly Will Start You 


tion regarding the affairs of the Send for folder “WM” 
above corporations. 
Dept. MW Liggett, Hichborn & Co., Inc. 
. 61 Broadway 60 Congress St. 
Charles E. Merrill & Co. cre YORE aoaieun 
Sore WE Pevese enajoest_ Bilip. Telephone Rector—1385. 









































Since 1871 AN UNPREJUDICED OPINION 


This Investment House has is of the utmost value in judging 
handled almost exclusively investments. We are commission 


brokers, not dealers, and are there- 


Municipal Bonds fore enabled to render an absolutely 


unbiased service to our clients. Our 


The safest form of investment advice is based upon the successful 
end hes ¢ of in femmes experience of many years. 
of the tral and South- Ask for current lists of stocks and 
western States and Canada. bonds of RAILROAD, PUBLIC 
Such pgp give the investor UTILITY, INDUSTRIAL and MU- 
pane obtal Bony oth- NICIPAL corporations at prices 
issues of Municipal Bonds If you will write us stating your re- 
e ° quirements we shall be glad to submit 
Yielding 43% to 6% a list of securities, especially adapted 
Particulars on request for Circular WM-.2 to your needs. Our Statistical Depart- 


SPITZER, RORICK & CO. eat wil suppl any information 


Successors to @rders executed in all markets 


SPITZER & CO. 
Established 1871 Schuyler, Chadwick & Burnham 
5 Nassau Street, New York Members New York Stock Exchange 
Toledo Chicago 100 Broadway New York City 
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the Postal Solve 
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STREET 


Your 


CLEVELAND 
Geta policy, and then hold 
on to ut. t means self- 

ct, if means that no- 

¥ will have to put some- 
thing in a hat for vou or 
your dependent ones if you 
should be snatched away 
from them. 


Life-Insurance 
Problem 


Deciding upon the kind of life insurance 
policy to take out, like the purchasing of 
a home, whose permanent maintenance 
that policy makes certain, should not be 
a hasty matter; it is most important. 

You cannot resolve too quickly that you 
will take out some kind of a policy. 
Read what four distinguished Americans 
say, but consider carefully just what 
kind will best meet your needs. 


roi 


¥. 
ROOSEVELT 
if a man ig dependent 
upon @ valary or tnceome 
which will terminate with 


insure 
benefit of his 
chtlaren, 


wtfe and 


Service 
Your decision as to which pol- 
icy is best will not take long 
if you go about it in the right 
way—the direct way—as made 
possible for you by the Postal 
Life Insurance Company. 


It sends no agent to bother you, 
but it forwards by mail full 
official information regarding 
any standard policy-form. 


The Company will also send 
you on approval the policy it- 
self, so that you can see just 
what you will get, and when 
you are once a policyholder it 
will continue to be at your serv- 
ice for consultation and advice 
—personally or by letter — 
which also includes the service 
of the Company's Health Bu- 
reau for policyholders. 


° 
Saving 

Besides service you will find net 
cost low in the Postal because you 
get the benefit of the agent’s 
first-year commission — a sub- 
Stantial saving guaranteed in 
your policy. 

In su uent years you get the 
agent's renewal commission, 
namely 7'4%, and you also receive 
an office-expense saving of 
2%, making up the 


Annual Dividend of 


97% 


Guaranteed inthe Policy 
Beginning at the close of the second 
year the Postal pays contingent divi 
dends besides, depending on earnings 
and it also does away with numer- 
ous branch offices and various un- 
necessary State requirements, thus 
making additional savings 


Safety 


The Postal is safe because it 
sets aside the full reserves re- 
uired by law and necessary for 
the payment of all paw 
claims, now and in the future. 
In addition to this legal reserve 
now more than $9,000,000, 
invested in interest-bearing se- 
curities, the Postal carries a 
surplus and has ample funds 
at interest in leading banks, and 
a special deposit of $100,000 
with the State of New York, 
where the Company iscaartered. 
Though only ten years old, 
it now ys—and_ promptly— 
more than a million dollars 
a year to beneficiaries through- 
out the Union and elsewhere, 
under policies issued through 
the Company's direct non- 
agency method of doing busi- 
ness and under those assumed 
in its reinsurances. 


For You and Yours 
It will pay you to write to-day for the Company’s Official Booklet, “‘SOUND INSUR- 
ANCE PROTECTION AT LOW NET COST” also official figures for your own age, 








A man in office without 
means must abandon the 
hope of making the future 
luxuriously comfortable 
All a man can under 
existing circumstances to 
safeguard his family is to 
get his life insured 


on any form of policy—Whole-Life, Limited- 
Payment Life, Endowment, Joint-Life, Child's 
Welfare, or on a Monthly-Income Policy. 
The Postal issues all the standard forms and 
all these are approved by the strict New York 
State Insurance Department. 

Just write and say: 

“*Mail official insurance particulars as per 
MAGAZINE OF WALL STREET for Oct. 2 
And to find out how much you save, be sure to give: 
1. Your full same. 2. Your occupation. 3. The exact date of your birth 
No agent will be sent to visit you. Commission-sav- 
ings thus resulting go to you because you deal direct. 

PosTaL Lire INSURANCE COMPANY 
WM. R. MALONE, President 
35 NASSAU STREET NEW YORK 


by 
Pach Brow 
WILSON ¥ 


If'a man does not pro- 
wide for his children, 
he does not provide for all 
those dependent upon 
him, then he has not 
o is eyes to ony 
7 of 
human life 
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SPECIAL FEATURES TO 


ji)! ATA IRE 


THE STOCKHOLDER’S WAGE, By Emory R. 
John3on, LL. D. Professor of Wharton School of 
Finance and Commerce, University of Pennsylvania. 


Prof. Johnson, as author of “Elements of Transportation” and other works, needs no further introduc- 
tion. A keen student of railway and political economics, his conclusions as to the position of the rail- 
road shareholder and the return he may expect on his investment will be awaited with interest. This 
article will appear in an early number. 


IRON AND STEEL BONDS, By T. S. McGrath, 


author of “Timber Bonds,” etc. In view of the increasing activity and interest in the 
iron and steel industry at present and the prospect of offering of securities based upon 
these properties, Mr. McGrath’s article will be of particular value to the investor. 














GENERAL GAS; & ELECTRIC, By Paul Clay. An 


analysis of the position of the company’s securities—whether to buy or sell the stock. 
Business conditions in the company’s territory. 


PITTSBURG COAL, By Malcolm Armstrong. How 
this company has benefited by war time conditions. Position of the preferred and 
common stocks. Cf interest to all stockholders and to those looking for investment 
opportunities. 


GUGGENHEIM EXPLORATION, By Barnard Powers. 
Effect of improved metal prices on this company’s earnings. How the development of 
its subsidiary properties has put added value behind stock. Dissolution plan 
discussed. 


CANADIAN WAR STOCKS, By Chas. H. Platt. 


Concise analyses of Canadian Car & Foundry, Montreal Steel, Canadian Steel Foun- 
dries and other Canadian war stocks benefiting by the Allies’ war orders and which 
are being traded in on the New York Curb. 


CURB STOCKS, By Howard T. Thompson. This 

article explains the proper function of the curb market, describes the various classes 

of stocks and bonds traded there, and tells how one may discriminate between legiti- 
mate curb brokers and the rascals who use this institution as a cloak for their unscru- 
| pulous operations. Valuable to everybody, this article should be read particularly by 
{| the small investor who is attracted by the low-priced Curb issues. 
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UR DEALER NOW 


SPEAR IN EARLY ISSUES 


(IMUM 1M i NU 


INVESTMENTS FOR WOMEN, By William R. 


Britton. A discussion of the elements which should enter into the investments of 
women, together with specific recommendations of attractive securities now available. 


EQUIPMENT BONDS AND CAR TRUSTS, By 


Frederick Lownhaupt. A class of securities about which the average investor has a 
dearth of information. Some of the more desirable issues are mentioned. 


SEABOARD AIR LINE, By Norman Merriman. An 


analysis of present and future conditions affecting this property. The many inquiries 
which we have received regarding the stocks and bonds of this company are fully and 
completely answered in this article. 


ABOUT OUR INQUIRY DEPARTMENT. Pressure 


upon the Inquiry Department has become so great that we are again obliged to empha- 
size that this service is confined to subscribers only. Those who are not subscribers 
and who wish to utilize this service—which is used by many large banking institutions 
as well as individual investors—should enclose their subscription with their inquiry. 
We would also ask that inquiries be written on a separate sheet and on one side of 
the paper. These conditions are requested to facilitate the efficient handling of in- 
quiries in our office. 




















Other timely and profit-making articles in preparation 


ALL THE REGULAR DEPARTMENTS 
A Dollar Bill and your address will bring EIGHT ISSUES by mail 














To 
The MAGAZINE of WALL STREET # 8804bWAY 


FILL OUT AND MAIL 
Enclosed find $1.00 (currency). Please send me eight 
issues starting 
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FINANCIAL AND BUSINESS BOOKS 








Study Investment Conditions and Principles NOW: These 
W orks Will Be of Help. 


INVESTMENT BONDS 
By FREDERICK LOWNHAUPT 

Treats of bonds from the standpoint of 
the investor. Worth while to anyone inter- 
ested in bonds as investments. All impor- 
tant matters relating to and affecting bonds 
are discussed and explained. 
253 pages. Cloth. Price $1.90 postpaid 


THE PRINCIPLES OF 
BOND INVESTMENT 
By LAWRENCE CHAMBERLAIN 

A most complete work on bonds. Dis- 
cusses the desirability of bonds from an in- 
vestment standpoint, then takes up govern- 
ment, state and municipal bonds, corpora- 
tion bonds, movement of bond prices, the 
work of the bond house, etc. A most satis- 
factory work, and very widely quoted. 

551 pages. Cloth. Price $5.25 postpaid 


CAPITALIZATION 
By WALTER HASTINGS LYON 
Professor of Finance at Amos Tuck School, 
Dartmouth 

Deals with corporation finance from a 
practical rather than a theoretical stand- 
point. Describes various forms of securi- 
ties in their relation to risk, income and 
control. Discusses “stock watering,” trading 
on the equity, ete. with great fullness. 
Valuable to any business man or investor. 

296 pages. Cloth. Price $2.12 postpaid 


ELEMENTS OF 
BUSINESS LAW 
By ERNEST W. HUFFCUT 


Treats of all the elements and principles 
of business law in an understandable style. 
Contains review questions and answers. Of 
great aid to anyone wishing an insight into 
the subject. 

330 pages. Cloth. $1.15 postpaid 


AMERICAN BUSINESS 
LAW 
With Legal Forms 

By JOHN J. SULLIVAN, A.M., LL.B. 

Instructor in Business Law, University of 
Pensylvannia 

This volume is designed to answer ail 
such practical legal questions as are likely 
to perplex the business man. It covers con- 





tracts, partnerships and corporations, the 

laws of personal and real property, sales 

and mortgages, insurance, duties of execu- 

tors and adminstrators of trust funds, ete. 
$1.62 postpaid 


FINANCIAL 
CRISES 


And Periods of Industrial and Commercial 
Depression 


By HON. THEODORE E. BURTON 


United States Senator from Ohio 
“A very valuable book, especially for stu- 
dents of economics and men of large af- 
fairs. . . . The author’s own theory of 
the subject is eminently thoughtful and con- 
servative; but it is fortified by a mass of 
opinions from leading economic writers and 
by a very large collection of statistical tables 
likely to be of value in forecasting any fu- 
ture approach of a crisis.".—New York 
Journal of Commerce. 
With Diagrams and Bibliography. 
$1.55 postpaid 


RAILROAD 
FINANCE 


By FREDERICK A. CLEVELAND and 
FREDERICK WILBUR POWELL 


This book presents a full and comprehen- 
sive statement of the principles and methods 
of railroad finance. It is designed for the 
use of students, investors and men of affairs. 

$2.70 postpaid 


RURAL CREDITS 
By HON. MYRON T. HERRICK 

Former American Ambassador to France 

The question of improving credit facili- 
ties for land-owners and farmers is not 
financial only; it is social and political as 
well, involving the questions of state aid 
and socialism as against self-help and co- 
operation, and bears alike upon the matter 
of cheap food for consumers in cities and 
adequate capital at fair conditions for pro- 
ducers in the country. Mr. Herrick’s 
book is an exhaustive study of land and 
co-operative credit systems in all important 
countries of the world. In concluding, the 
author presents the plan of a system which 
he considers the ideal one for American 
adoption. All bankers, lawyers, legislators, 
land owners and farmers should have this 


book. 
12mo. Cloth. $2 postpaid 
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THE VALUE OF 
ORGANIZED SPECULATION 
By HARRISON H. BRACE 

Considers in a spirit of fairness the much 
controverted question of the value of or- 
ganized speculation. Written in popular 
style. A masterly handling of an important 
subject. Contains valuable price tables. 

Price $1.60 postpaid 


CORPORATIONS AND 
THE STATE 
By HON. THEODORE E. BURTON 
United States Senator from Ohio 
Discusses the political, social and eco- 
nomic conditions which have caused the 
growth of corporations, and points out the 
relations which exist or should exist be- 
tween corporations and the state. Chapters 
on the decisions of the Supreme Court in 
the Standard Oil and American Tobacco 
cases. 


Price $1.35 postpaid 


PSYCHOLOGY AND 
INDUSTRIAL EFFICIENCY 
By PROF. HUGO MUNSTERBERG 
Of Harvard University 
This book will be of unique helpfulness 
to all who are interested in manufacturing 
and transportation and in the management 
of business enterprises. The author’s latest 
important contribution to the practical ap- 
plication of psychological experiments to 
the problems of every-day life. 
Price $1.60 postpaid 


ECONOMICS OF 
INTERURBAN 
RAILWAYS 
By LOUIS E. FISCHER 
Consulting Engineer, St. Louis, Mo. 

A discussion of the principles and factors 
determining probable profits from inter- 
urban electric lines. It is the first book to 
give actual and proven data showing the re- 
sults of electric line developments in the 
United States. Of value to promoters, 
builders and executives of new lines as well 
as to investors and bond companies. 

Price $1.60 postpaid 


MONEY AND 
CURRENCY 
By JOSEPH FRENCH JOHNSON 

Written for the practical man as well as 
the student. Discusses in a clear and read- 
able style the science of money treating of 
the practical significance of price. The de- 
mand for money and credit and its relation 
to the rate of interest is explained. 

398 pages. Cloth. Price $1.90 postpaid 


ELEMENTS OF 
FOREIGN EXCHANGE 
By FRANKLIN ESCHER 

Covers foreign exchange in such a way as 
to make it not only understandable to the 
novice, but interesting as well. The book, 
which is small but well written, treats of the 
origin of foreign exchange, its d d, in- 
fluences bearing on its rise and fall, various 
kinds of foreign exchange, foreign exchange 
market, movement of gold, commercial 
credits, financing of imports and exports, 
ete. 

160 pages. Cloth. Price $1.10 postpaid 





A. B. C. OF WALL STREET 
By S. A. NELSON 


Explains the make up and workings of 
America’s financial center. Written so that 
the uninformed may understand the techni- 
eal terms and operations of Wall Street. 
At a moderate price and in plain language 
tells the beginner in investing and trading 
what he wants to know. Sets forth no 
method of trading, but explains the ma- 
chinery of the “Street.” 


164 pages. Cloth. 65 cents postpaid 


THE STOCK EXCHANGE 
FROM WITHIN 
By WILLIAM C. VAN ANTWERP 


As a member of the New York Stock Ex- 
change Mr. Van Antwerp is thoroughly fa- 
miliar with his subject, which he sets forth 
in a clear, non-technical way the purpose 
of the exchange and its workings. Dis- 
cusses the crisis of 1907 and contains : n in- 
teresting description of routine on the ex- 
change. Valuable to the student of financial 
conditions. 


459 pages. Cloth. $1.65 postpaid. 
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50 COMBINED STOCKS , nv. Times averace 1913 


STOCK MARKET GRAPHICS 


We are prepared to furnish convenient graphic records, or charts, showing daily range oi 
prices and daily volume of transactions for active stocks separately, also for the various 
combined averages commonly used by stock traders. Students of the market will find these 
records of great assistance. 


A FULL SET SHOULD BE IN EVERY BROKER’S OFFICE 


Jan. 1, 1912, to date | Blue prints, size 8}4x 
— sr Ss rz in, suitable for fil- | oy. 25. 
“ | ing in an ordinary ne 

folder or leather bin- | ™ 
der. Showing high | tettes 
and low daily quota- thas 4 
tions and volume of sheets 





Special average of 5 active stocks 
N. Y. Times 25 industrials sales. Daily sales also sald at 


N. Y. Times a5 rails . stated numerically. 3 ome 
N. Y. Times 50 combined stocks. Jan. 1, 1911, | months to a sheet. 


U. S. STEEL. Blue prints, size 11 x 28 in. Two years to a sheet. Showing|,. 1.00 
high and low daily quotations and volume of sales, also net earnings and un- na SU 
filled tonnage. 1910-1911, 1912-1913, 1914-1915, etc. ou cheat 


N. Y. TIMES 50 COMBINED STOCKS. Blue prints, size 11 x 28 in. One Price $1.00 
year to a sheet. Showing-high and low daily quotations and sales. 1911, 1912, $}. 
1913, 1914, etc. pu het 

20 RAILROAD AND 12 INDUSTRIAL STOCKS. Blue ‘print, size 11 x 21 


in. Showing high and lew monthly averages and volume of sales from Janu- hee 
ary 1, 1897, to date of order. cam 


U. S. STEEL. Blue prints, size 11 x 28 in. One year to a sheet. Showing Pre $1.00 
high and low daily quotations and sales; also net earnings and unfilled ton- $e 
nage. 1913, t914, etc. per sheet 


READING. Biue prints, size 11 x 28 in. One year to a sheet. Showing ‘Pre $1.00 
high and low daily quotations and volume of sales. 1913, 1914, etc. | per sheet 


Blue print, size 11 x 102 in. Showing each movement of the stock market 
from January 1, 1911, to July 31, 1914, as indicated by the N. Y. Times 50 = 
stock average: the average money rate: total number shares traded in during $4.00 

No.7 each move is indicated numerically. This sheet is also suitable as a form 4 
upon which may b# indicated data of any character desired. 

Blue prints, size 11 x 28 in., which attach continuously to the above, thereby| Pre 
bringing same up to date. $ 1.00 ha 


Nos. 1, 3, 5, 6 and 7 are drawn on the same horizontal and vertical scales, Note that 
these graphics are in every case brought down to date of order. This usually has to be done 
after an order is received; therefore a few days should be allowed for filling the order. 


KINDLY ORDER BY NUMBER AND DATE OF CHART 


THE MAGAZINE OF WALL STREET "%* 42 Broadway, New York City, N. Y. 
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UBLIC 
a2 REPORTS 


ANNOTATED 


containing the important decisions of the 
Public Service Commissions and of the 
Courts with annotations. Fortnightly Ad- 
vance Sheets followed by bound volumes, 
about six per year, $5.00 per volume. 
All subscriptions are by calendar years. 


Cited P. U. R. i915 B 


The Lawyers Co-operative Pub. Co. 
ROCHESTER, NEW YORK 
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Free of All 
New York Taxes 


and 
Normal Federal Income Tax 


October ist Tax Day 


First Mortgage 5% Bond of a 
Gas and Electric Company lo- 
cated in New York State serv- 
ing, without competition, a 
population of over 50,000 
people. Estimated valuation 
166% of bonded debt. Earn- 
ings for last four years over 
double interest charges on 
outstanding bonds. 


Yield 51% 


Descriptive Circular “MW” upon request 


W. C. Langley & Co. 


Members New York Stock Exchange 


115 Broadway, New York City 
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“In answer to your inquiry as 


used. 


Clure’s as an advertising medium.” 


investment houses. 


will bring you maximum returns. 


The Financial and 


251 Fourth Ave. 


To Banks and Investment Houses 


to how we have been satisfied 


by the advertising we have been doing in McClure’s during the 
past year, I would say that, with one possible exception, McClure’s 
has proven more valuable to us than any other medium we have 


“Inasmuch as we advertise in about twenty national maga- 
zines, including both general and review publications, you can 
readily see that this is an eloquent testimonial to the value of Mc- 


The above is one of many letters we have received from 
Your advertisement in the financial department of McClure’s 


For further particulars address 


Insurance Dept. 


McCLURE’S MAGAZINE 


New York City 








UNITED LIGHT & 
RAILWAYS COMPANY 


Davenport, lowa 
Chicago Grand Rapids 
Preferred Stock Dividend No. 20 aoe 
The Board of Directors have declared a divi- 
dend of 14% on the First Preferred Stock, pay- 
able out of the Surplus Earnings on October Ist, 
1915, to stockholders of record at the close of 
business, 3:00 P. M., September 15th, 1915. 
he Stock Transfer Books will reopen for 
transfer of Stock Certificates at_the pening of 
business Thursday morning, September 16th, 
1915. 
September 15th, 1915. 
L. H. HEINKE, Secretary. 








Iron-Lime-Graphite 





Owner of extensive deposits of iron ore 
(hematite), lime (94%), and graphite 
located in the northern part of New 
Jersey, wishes to communicate with 
capitalist or banking firm for develop- 
ment. Unexcelled transportation fa- 
cilities. Will bear strictest investiga- 
tion. Address, G. H. C., Box 100, 
Magazine of Wall Street, 42 Broad- 
way, New York. 














Do Business by Mail 


Start with accurate lists of names we furnish— 
build solidly. Choose from the following or any 
others desired. 


Mfrs. Wealthy Men 
Box Mfrs. Ice Mfrs. 

Shoe Retailers Doctors 

Tin Can Mfrs. Axle Grease Mfrs. 


eat Omen 
Our complete book ot mailing statistics 
on 7000 classes of prospective customers free. 


820-K Olive Street 








Ross-Gould 
Mailing 
Rests St.Louis 














EIGHT ISSUES 
of this magazine by 
mail fora DOLLAR 
BILL and your ad- 
dress—our risk. 
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BALDWIN LOCOMOTIVE—STEEL COMMON 


Did you profit by the recent sharp advance in Baldwin Locomotive? 
Did you make money on the advance in Steel Common when the 
legality decision was announced? 


Subscribers to the Trend Letter, which bases its advices on the inter- 
pretation of the “‘tape,”” profited by both of these sharp moves. 


The Trend Letter advised purchases of The Trend Letter advised purchase of Steel 





Baldwin Locomotive, among other stocks, 
on Saturday, September 25th. All who are 
interested in the stock market know the 
rapid rise in the price which ensued on the 
following Monday and Tuesday. 


Common on June 2nd when Steel closed at 
55. The next day, after the close of the 
market, the decision was announced. The 
stock opened at 62 to 64 the following day. 











These are two conspicuous examples of the successes of scientific interpretation of the tape, 
as exemplified by the Trend Letter. In forecasting general movements of the market, the 
same principles are applied, with such a degree of success that subscribers are advised in 
advance of probable movements of the market. 


We do not mean to convey the impression that the Trend Letter is always right. Anyone 
who would make such a statement for any market letter service, into which so many ele- 
ments enter, imposes on your credulity. 


Our belief, and it is backed up by letters from satisfied subscribers, is that any trader 
can make money consistently by following the Trend Letter. Taken over a period of 
months, the record shows profits in excess of losses of such extent that the Trend Letter 
has proven a satisfactory investment. 


We have prinied an address at the Finance Forum, New Y ork 
City, entitled ““‘Why the Tape Is a Better Guide Than the News 
or Fundamenials,”” which we shall be very glad to send to anyone 
interested. 


Trend Letter Department 


MAGAZINE OF WALL STREET 


42 BROADWAY, NEW YORK 


Seeea eS eS Sw 6 MAIL THIS COUPON TOAYER SESS 


Magazine of Wall Street, 42 Broadway, New York 

I should be glad to receive your booklet “Why the Tape is a Better Guide than the 
News or Fundamentals,” together with recent samples of the Trend Letter. It is under- 
stood that | am obligated in no way. 


Oe ee 
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4 Sal 
THE HOUSE OF GOOD WILL 
Fronting Central Park at West 72d sSt. 
Quickly accessible to all centres via Subway, Ele- 
vated, Motor Bus (at our door), Surface Cars. 

A complete revolution in management has taken place. 
The present Managing Director, Copeland Townsend, who 
conducted the Hotel Imperial, N. Y., for ten years, has insti- 
tuted numerous notable changes. Here is found luxury 
without extravagance. The foyer, corridors, restaurants, 
and ballrooms are of great beauty. The Cafe Moderne is 
the last word in smart dancing places. Talented artists 
apvear every evening. 

Rates tor rooms or suites and in the 
restaurants are no higher than those in 
other hotels of equal character. Tran- 
sient guests entertained. 

Salon, 3 chambers, 3 baths and pri- 
vate hall, constituting a most desirable 
suite, can now be rented. 


Special arrangements can be made 
for rooms and meals tout compris. 









































PLEASE MENTION— 


You have doubtless noticed the footnote on the advertising 
pages of this and other magazines. “Please mention this magazine 
when writing advertisers.” 


Do you always mention the name of the magazine or do you 
often neglect this seemingly unimportant detail? 


If you knew that the mention of the name of the magazine 
helped your favorite magazine to get more advertising—which 
would be reflected in additional departments, or in some other way 
to your advantage, you would always mention the name of that 
magazine in writing advertisers would you not? 


While this magazine is not dependent solely upon its advertis- 
ing revenue—as subscriptions show us a sealli-iee can make a 
bigger and better Magazine of Wall Street for you if we are able to 
increase our advertising revenue. Mention of the Magazine of Wall 
Street will help us—and will help you. 


“Always Mention the Magazine of Wall Street in Writing 
Advertisers.” 
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Have you lost money 
in Steam Railroad Bonds? 


If your purchases of high grade steam rail- 100 Years A. 
road bonds show you a loss today, consider Com mercial Bank 


American Municipal Bonds 
yielding 47 to 67 


for your future purchases. As direct liens 
on the earnings of the most prosperous na- 
tion in the world they offer the highest degree 
of safety, combined with fair yield. 


The senior member of our firm began selling 
municipal bonds fifteen years ago. Not a bond 
sold by him in this time has defaulted or de- 
layed a day in the payment of interest. 


Send for our pamphlet “Are Your Bonds 
Safe?” It has helped other investors. 





Wm. Rutger Britton & Co. 
80 Broadway, New York 


Capital & Surplus, $5,000,000 
Resources, - 60,000,000 

















Charter Member N.Y.Clearing House 


Member Federal R Bank 
B O % 7 O N pear ose Sieting 








ALL OUTSIDE ROOMS 192 Broadway 
NOTED CUISINE Cor. John St. 
BRANCHES 
HOTEL Creag sy nem 


345 Grand Street 


Fifth Avenue and 14th St. 

EK N O Ninth Avenue and 14th St. 

i ) ‘ 4 Fifth Avenue and 20th St. 
2 West 33rd Street 

57th Street and Third Ave. 


PORTER MEETS TRAINS —_ eet of, ne _ 
BACK BAY STATIONS Lanunbnkieteud 180th Be. 





125th St. and Lex. Ave. 


B O s < % O N We Invite Your Account 


L. C. Prior, Lessee and Manager 
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The foreign situation with its immense fi:ancial 
cumplex ties contr..Js th- trend of our yg: ains, cotton 
and provisions. The Wagner Letter dail , ay 
and s«enthly covers all factors, Our facilities o- t- 
lined on request. In bus ness 28 years. W: ite us. 
Wauner +915 crop buvoklet vest pocket s size an 
invaluable investment aid—on request E W. 

Wauner & _0., Con. inental and Commercia. Bank 
B dg. Ch cago. 








OLO. FUEL & IRON 


Its historical and statis- 
tical position; Merger 
rumors; Speculative 
outlook and future prospects dis- 
cussed in 

“Questions and Answers” 






Copy MW free on application 


J. FRANK HOWELL 


52 Broadway New York 














BOUND VOLUME 
SIXTEEN 


completed with this number will 
be ready for delivery shortly. 
Price $1.75 

“A mine of investment informa- 
tion.” 

Single copies will be bound for 
seventy-five cents. Send your copies 
by parcel post, accompanied by 


this amount, and bound volume 
will be forwarded postpaid. 


Place your order now. 


Magazine of Wall Street 
2 Broadway. New York 





POINT MOVEMENT 
CHARTS 


Covering the period from Janu- 
ary 1, 1913, to June 30, 1915. 


75 stocks shown, including some 
active Boston Coppers. Send for 
descriptive circular. Editions print- 
ed for broker’s distribution at spe- 
cial rates. 


We furnish the point movement 
charts shown in each issue of the 
Wall Street Magazine. 


Send for descriptive circular. 


Back annuals from 1902 to 1912, 
$1.00 each. 


Mass. Publishing Co. 


Everett Station = Boston, Mass. 














Amal. Cop., Bethlehem 

Steel and in other 

ad bd stocks enabled the 

COMMON aie Sec Sioet 

that range from $150 

enable you to take advantage of the big fluctua- 

tions either way with your cost limited to the 
WM. H. HERBST 

Broker in Puts and Calls Guaranteed by Members of 
th hange. 


holders of Calls to 

to $3,200 on an average Cost of $200. Puts and Calls 

dollar. Write for Descriptive letter and price list. 
oN. ¥. Stock Exo 


20 Broad St., N. Y. City Estab. 1898 

















All N. Y. Curb Issues 


BOUGHT---SOLD---QUOTED 


Honest Executions—Service Only 


Chile Copper nee Explosives 
Magma Coppe reene Cananea 
- Gugper Electric Boat 
Alaska Juneau Cc Jian C & F 
Canadian Natural Gas Standard Motors 





Collateral Issues Bought on Conservative Margin 


KOHN & COMPANY 


Members N. Y. Carb Market Azan. 


35 Broad Street Tel. Broad388 New York 


PUT FINANCIAL ADVERTISING ON A BUSINESS BASIS. ALWAYS MENTION THIS 
MAGAZINE WHEN WRITING. 
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Unrecognized Causes 
of the 


Advance in 
COTTON 


Send for Special Letter MW 
Renskorf, Lyon & Company 


NEW YORK STOCK EXCHANGE NEW ORLEANS COTTON EXCHANGE 
NEW YORK COTTON EXCHANGE CHICAGO BOARD OF TRADE 
NEW YORK PRODUCE EXCHANGE NEW YORK COFFEE EXCHANGE 


33 New Street (Ge2"*) New York 











One Share—or more 


ERSONS of moderate income can invest it by buying 
securities on the instalment plan. One or more shares 
may be bought by easy partial payments. This is the 
way the shrewd French shopkeeper invests, and the plan is 
so sound that it has spread widely in this country. 
Unbiased information about any stocks or bonds will be fur- 
nished by our Statistical Department, and advice about in- 
vestments gladly given, if desired. 
FREE—Write for our booklet W-5, “Partial Payment Plan,” 
deecribing this method of saving and investment. 


HELDON, MORGA 


AND COMPANY 


42 Broadway New York 
Members New York Stock Exchange 


PUT FINANCIAL ADVERTISING ON A BUSINESS BASIS. ALWAYS MENTION THIS 
MAGAZINE WHEN WRITING. 

















